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THE  AUSTRIAN  ECONOMISTS  AND  THEIR 
VIEW  OF  VALUE. 

Thb  Ricardian  doctrine  of  value  has  had  its  share  of 
the  general  sifting  of  cardinal  principles  which  has  been  at 
work  in  England  and  abroad  for  the  last  two  generations. 
No  one  would  now  agree  with  Mill  that  there  is  nothing 
in  the  laws  of  value  which  remains  for  any  future  writer 
to  clear  up.*  In  England,  the  criticisms  of  Jevons  and 
others  have  made  a  deep  impression.  The  positive  doc- 
trines of  Jevons  have  not  had  an  equal  success,  but  they 
have  fared  somewhat  better  on  the  Continent;  and,  in 
Austria,  a  body  of  doctrines  substantially  identical  with 
those  of  Jevons  have  become  the  tenets  of  a  strong  school, 
which  has  made  Austria  more  prominent  in  economical 
discussion  than  she  has  been  for  at  least  a  century. 
There  seems  to  be  something  of  the  same  intellectual 
rivalry  between  Austria  and  her  German  neighbors  as  be- 
tween America  and  England. 

^Politieal  Ecowmy,  Book  m.  chap.  i.  §  1. 
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/,*iCirl  Menger,*  Friedrich  von  Wieser,t  and  Eugen  von 
/.Bgian-Bawerk  t  are  the  leading  writers  of  the  school. 
*  •.'their  German  forerunners  are  chronicled  by  Bohm-Ba- 
werk,  as  their  English  by  Jevons;  but,  till  Jevons  and 
Menger,  the  doctrines  now  to  be  described  were  hardly 
before  the  public  in  either  country. 

Jevons  seems  to  have  had  priority  in  time,  having 
given  his  views  to  the  British  Association  in  1862.§  His 
complete  exposition,  however,  first  appeared  with  his 
Political  Economy  in  1871 ;  and  in  that  same  year  Menger 
published  his  Orund9Utze  der  Volknoirthschqftslehre^  in 
which  he  expounded  the  doctrine  of  value  as  Jevons  had 
expounded  it. 

The  Austrian  writer  seems  to  have  owed  nothing  to 
the  English.  II  Internal  evidence  alone  would  show  that 
they  were  quite  unconscious  of  each  other's  works. 
Their  starting-points  and  their  emphases  are  quite  dififer- 
ent.  Jevons  is  suffering  from  reaction  against  Ricardo 
and  J.  S.  Mill ;  and  he  lays  most  stress  on  his  '^  General 
Mathematical  Theory  of  Political  Economy,"  or,  in  other 
words,  his  application  of  mathematical  formulae  to  the 
Benthamite  Utilitarianism,  upon  which  Ricardian  eco- 
nomics had  been  largely  founded. 

Menger,  on  the  other  hand,  is  making  stand  against 
a  very  different  enemy,  the  German  historical  school, 
whose  methods  had  departed  only  too  far  from  Ricardo ; 
and  he  recurs  to  a  deductive  method  based  (as  Ricardo's 
professed    to  be)   on  known  principles  of   nature  and 

*  Grundsdtxe  der  Volkswirthachqftslehre.    8to.    pp.  299.    hernia,  1871. 

t  Unprung  und  Hauptgesetxe  des  wirthachqfdichen  Werthes,  Sto.  pp.  228. 
Vienna,  1884. 

t  Two  papers  in  the  Jahrbuchar  fur  Nationcddkonomie^  entitled  Grundziige 
der  Theorie  des  wirthachafilichen  Oiiterwerthes :  Theil  L,  IHe  Theorie  des  subjdc- 
tiven  Werthes,  in  yol.  xiii.,  N.  F.  (1886),  p.  1 ;  Theil  II.,  Die  Theorie  des 
objektiven  Werthes^  tWcf.,  p.  477. 

§  His  paper  is  printed  in  the  Journal  qf  the  Statistical  Society^  Jane,  1866, 
p.  282. 

II  Qf  his  f  oUowezB,  'V^eser  shows  most  signs  of  asddaons  study  of  Jerons. 
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human  nature,  while  following  an  apparently  new  path. 
He  and  his  followers  may  occasionally  make  use  of  mathe- 
matical illustrations,  but  the  important  point  with  them 
is  always  what  we  may  call  (^paee  Bohm-Bawerk)  the 
psychological  analysis  which  is  distinctive  of  their  doc- 
trine of  value.  Menger's  somewhat  heated  controversy 
with  SchmoUer  on  the  Methodology  of  economics  need 
not  occupy  us  here,  though  it  serves  to  throw  light  on 
the  mental  attitude  which  led  him  to  his  new  economical 
starting-point.* 

Turning  now  to  the  "  National  Economy  "  of  Menger, 
we  find  him  at  the  outset  assigning  to  economics  the 
investigation  of  certain  principles,  fixed  independently  of 
individual  will,  which  determine  what  makes  a  thing 
"  useful,"  a  "  good,"  and  a  thing  "  valuable  "  to  me,  and 
under  what  conditions  an  economical  ^^ exchange"  of 
goods  can  take  place,  as  well  as  under  what  conditions 
prices  move  up  and  down.  Ricardo  might  possibly  have 
used  the  same  language,  but  his  difference  from  Menger 
appears  as  soon  as  the  principles  are  examined  in  detail. 

Ricardo  has  given  a  theory  of  value  that  concerns 
only  conmiercial  values.  Like  Adam  Smith,  he  identifies 
"  value  in  use  "  with  utility ;  and,  though  he  describes  it 
as  absolutely  essential  to  ^^  value  in  exchange,"  he  treats 
it  as  a  mere  preliminary  eonditio  sine  qua  non^  which 
explains  no  distinctive  feature  of  value  in  exchange. 
The  specific  cause  of  value  is  regarded  as  one  of  two 
alternatives:!  it  is  either  the  scarcity  of  the  article  in 
question  or  the  quantity  of  labor  required  to  obtain  it. 
There  are  articles  (he  says)  whose  value  is  derived  from 
scarcity  alone,  and  which  have  "a  value  wholly  inde- 
pendent of  the  quantity  of  labor  originally  necessary  to 
produce  them  and  varying  with  the  wealth  and  inclina- 

'Cooipttre  Quarteriy  Journal  qf  Eeonomie$  for  July,  18S7,  pp.  603,  604; 
JaMmeherfur  NttHanaiahmomie,  rm.,  N.  F.  (1884),  p.  107  et  teg. 

t  His  nioitrfttioiiB  ihow  that  he  meauB  one  of  two  alternatiTeB,  and  not  a 
eombinatioii  of  two  elements. 
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tions  of  those  who  are  desirous  to  possess  them."  *  He 
dismisses  this  kind  of  value  as  curtly  as  he  dismissed 
value  in  use,  and  confines  his  inquiries  to  the  exchange 
value  of  such  goods  as  can  be  multiplied  by  labor  or  (to 
use  a  common  phrase)  are  "freely  produced," 

To  Monger  and  his  followers,  nearly  every  step  in  this 
proceeding  is  unsatisfactory.  In  the  first  place,  they 
deny  f  that  value  in  use  is  convertible  with  utility.  They 
contend  that  the  two  are  related  as  actuality  to  possibil- 
ity. Utility  means  that  an  article  is  a  possible  cause  of 
the  satisfaction  of  my  want ;  value,  that  it  is  the  indis- 
pensable condition  on  which  that  satisfaction  actually 
depends.  All  water  and  food  are  useful  to  a  man ;  but, 
where  both  are  present  in  abundance,  they  have  no  value 
for  him,  not  even  value  in  use :  it  is  only  when  the  satis- 
faction of  his  hunger  depends  on  a  particular  loaf  that 
that  loaf  will  have  value  for  him.  The  ordinary  symp- 
toms are  that  in  the  former  case  he  is  willing  to  waste, 
but  not  in  the  latter.  In  fact,  utility  and  scarcity,  the 
conjoint  conditions  of  value  in  exchange  in  the  case  of 
one  of  Ricardo's  two  species  of  that  phenomenon,  are  con- 
joint conditions  of  that  value  in  use  which  is  antecedent 
to  both  of  them.  Value  to  me  means  "importance  for 
my  welfare  " ;  |  and  a  thing  has  no  importance  for  my  wel- 
fare if,  in  the  first  place,  it  can  satisfy  no  want,  and  if, 
in  the  second,  it  exists  with  others  like  it  in  such  abun- 
dance that  I  cannot  consider  myself  absolutely  dependent 
on  it  alone  for  my  satisfaction,  having  all  its  fellows  to 
serve  my  turn. 

Differing  thus  at  the  outset  from  Ricardo^s  view  of 
value  in  use,  the  Austrian  economists  take  a  different 

*  Political  Economy  and  Taxation,  ohap.  i. 

t  With  Sohaffle,  in  the  treatbe  quoted  below,  EthtKhe  Seite,  p.  10. 

t  **  Bedeutung,''*  a  phrase  made  onnent  in  this  connection  by  Schaffle,  the 
critio,  as  weU  as,  in  a  sense,  the  forenmner  of  the  Austrian  school.  See,  e,g., 
his  EtJdsche  Seite  der  nationaiffkonomiadien  Lekre  vom  Werthe,  Tubingen,  1862. 
Compare  his  Mentch  und  Gttf ,  1861. 
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yiew  of  its  place  in  economical  investigation.  They 
believe  that,  if  Ricardo  had  paid  due  attention  to  value 
in  use,  or,  as  they  variously  call  it,  **  subjective  value,"  or 
^^ personal  value,"*  he  would  not  have  found  his  treat- 
ment of  value  in  exchange  encumbered  with  so  many 
difficulties,  and  he  need  not  have  banished  scarcity  value 
to  the  limbo  of  economical  anomalies. 

As  Jevons,  in  opposition  to  Mill,  insists  that  the  whole 
theory  of  Political  Economy  must  depend  on  a  correct 
theory  of  consumption,  so  the  writers  of  this  school  con- 
tend that  the  whole  theory  of  value  in  exchange  depends 
on  a  correct  theory  of  value  in  use.  "A  national  eco- 
nomics that  leaves  out  the  theory  of  subjective  value  is 
built  on  air."  f  One  of  them,  indeed  (Wieser),  confines 
his  main  work  entirely  to  this  form  of  value. 

Let  us  look  at  the  manner  in  which  they  rear  the 
building  on  this  foundation.  The  difference,  they  say, 
between  goods,  or  utilities,  and  economical  goods,  or  val- 
ues in  use,  being  the  difference  between  mere  power  to 
serve  us  and  actual  indispensableness  to  our  service,  is 
clearly  a  question  of  quantity.  How,  then,  do  we  explain 
the  paradox  that  such  indispensable  things  as  air  and 
water  have  usually  no  value  ?  The  answer  is  that,  though 
indispensable  as  a  total,  they  are  so  unlimited  in  qiiantity 
that,  in  normal  circumstances,  no  particular  sample  of 
them  has  any  importance  for  our  welfare.  We  must 
avoid  the  falkkna  8en9Ui  eomporiti  et  divisi.  Each  part 
by  itself  is  not  indispensable.  On  the  other  hand,  if  we 
decrease  the  largeness  of  the  whole,  we  bring  the  parts 
nearer  and  nearer  to  value  till  they  actually  reach  it. 
We  must,  in  aU  cases,  regard  ourselves  as  dealing  with 
concrete  wants  and  quantities,  and  not  with  generic  or 
abstract;  and  we  must  in  each  given  case  be  certain 
what  our  concrete  fEtcts  are  supposed  to  be.    To  a  miller, 

*  **  Sobjeetire  **  Tslne  k  a  phnie  of  Kemiuuin's  adopted  by  Bohm-Bawerk. 
?neMr  piefeit  ^  penonal.*' 
t  Babm-Baweik. 
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a  glass  of  water  from  his  mill-stream  has  no  value ;  for, 
if  he  has  one  dashed  from  his  lips,  he  can  get  others  from 
the  same  quarter.  But  let  his  total  mill-stream  be  the 
concrete  quantity  considered,  his  total  mill-stream  has  a 
great  value  to  him,  as  he  quickly  shows,  if  his  neighbor 
tries  to  cut  it  off  from  him.  Yet,  if  mill-streams  were  as 
plentiful  to  him  for  working  his  mill  as  glassfuls  of  water 
•from  his  own  mill-stream  are  for  quenching  his  thirst,  he 
would  attach  as  little  value  to  the  one  as  to  the  other. 
So  air  to  a  diver  is  to  be  had  in  limited  quantities,  and 
has  value.  To  the  ordinary  man,  it  is  to  be  had  in  un- 
limited quantities ;  and  the  particular  quantity  of  it  which 
he  breathes  is  not  indispensable  (for  he  can  get  others 
like  it),  and  has  therefore  no  value.  In  other  words,  the 
considerations  applied  by  Ricardians  to  one  case  of  value 
in  exchange  can  be  shown  to  apply  to  every  case  of  value 
in  use. 

In  the  next  place,  still  confining  ourselves  to  value  in 
use,  we  ask  ourselves  what  are  the  degrees  of  value,  and 
why  one  thing  is  recognized  as  more  important  to  my 
welfare  than  another.  The  psychologists  may  settle  why 
it  is  that  men  identify  their  interests  with  material  things, 
and  associate  the  satisfaction  of  a  want  (which  is  the  real 
aim)  with  the  material  goods  or  outward  acts  (which  are 
only  the  means  of  its  satisfaction).  The  economist  as- 
sumes the  fact  of  identification,  and  considers  the  various 
forms  it  may  take.  In  doing  so,  he  meets  with  eontror 
dictions  Sconomiquei  similar  to  the  one  about  air  and 
water,  and  recurring  in  economical  text-books  with  the 
same  tedious  firequency  as  Csesar  and  Oaius  in  formal 
logic. 

Supposing  that  diamonds  and  loaves  of  bread  are  both 
important  to  my  welfare,  inasmuch  as  both  of  them  satisfy 
my  wants :  are  not  the  two  wants  very  different  in  kind, 
and  is  not  the  latter  so  much  more  important  than  the 
former  that  the  loaves  have  a  higher  value  in  use  than 


Digitized  by 


Google 


THE  ATTSTBIAN  ECONOMISTS  7 

the  diamonds,  although  the  diamonds  have  the  greater 
value  in  exchange?  Without  dealing  with  exchange  at 
all  at  this  stage,  we  can  answer  (1)  that  the  loaves  have 
not  really,  except  in  an  absolute  dearth,  so  great  a  value 
in  use  as  the  diamonds ;  and  yet  (2),  of  the  two  wants  con- 
cerned with  these  two  several  objects,  the  want  of  food  is 
undoubtedly  more  vital  than  the  want  of  jewelry.  We 
have  therefore  to  consider  in  each  case  not  only  whether 
an  article  is  or  is  not  indispensable  to  the  satisfaction  of 
a  want,  but  whether  the  want  in  question  is  high  or  low 
in  our  own  particular  scale  of  wants.  For  every  man 
arranges  his  wants  consciously  or  unconsciously  in  a 
certain  scale  of  importance,  and  decides  that  some  must 
be  satisfied  before  others.  Not  only  so,  but  he  also  ar- 
ranges what  Jevons  would  call  the  **  increments "  of  the 
satisfaction  of  each  of  them  in  another  scale,  and  judges 
that  the  first  draught  of  satisfaction  of  the  highest  order 
of  wants  must  come  before  any  satisfaction  of  lower 
orders,  while,  at  the  same  time,  the  lower  orders  may 
have  a  claim  above  the  latest  increments  of  the  satisfac- 
tion of  the  higher.  Food  may  be  prized  more  highly  than 
tobacco ;  but  the  latter  may  be  prized  more  highly  than 
a  fourth  meal  in  the  day,  pleasant,  but  not  needful  for 
health  and  energy,  and  not  so  pleasant  as  the  pipe.  Most 
wants  are  satisfied  piecemeal,  and  there  is  always  a  point 
where  satisfaction  ceases  and  satiety  supervenes.  Hence, 
the  scale  of  degrees  acts  in  combination  with  the  scale  of 
kinds  of  wants ;  and  both  of  them  are  influenced  by  the! 
individual  character  and  standard  of  living  and  aim  in  life,! 
as  well  as  by  general  laws  of  human  nature.  The  two! 
scales  may  be  represented  in  a  diagram,  which  is  taken 
with  some  slight  alterations  from  Menger  and  Bohm- 
Bawerk,*  and  can  be  adapted  and  amplified  at  will  by 
the  reader:  — 

*See,  e^M  Jakrbucker^  ziii.,  K.  F.,  p.  25.    Qf.  Jeroos^fl  Political  Economy, 
Atsp.  in. 
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Degree, 

I.  Food, 

n.  ClotMnff, 

lU.  Lodgino, 

IV.  SmoMmg, 

First, 

NeceBsanr  for 
life. 

Second, 

KeceesarrfoT 
health. 

First  Buit, 
neceesarj. 

Third, 

Agreeable. 

Second  suit, 
conrenient. 

I  room. 

Fourth, 

Leeskeenlj 
agreeable. 

Thiid  suit, 
desirable. 

2  rooms. 

4  pipes 
adaj. 

Fifth, 

StiU  less  keenlj 
agreeable. 

Fourth  suit,  not 
unacceptable. 

3  rooms. 

8  pipes 
adaj. 

Sixth, 

Satiety. 

Fifth  suit, 
satiety. 

4  rooms, 
satietj. 

Satietj. 

If  the  "subject"  concerned  in  the  above  table  were 
forced  to  retrench,  he  would  encroach  on  the  lowest  lines 
of  the  latest  columns  first,  or  else  the  table  has  been  inac- 
curate. As  he  was  more  closely  pressed,  he  would  ascend 
from  right  to  left,  till,  if  he  were  in  desperate  straits,  all 
would  go  rather  than  the  supply  of  the  first  degree  of 
Want  I.  The  arithmetic  of  the  table  would  not  bear  to  be 
pressed.  The  difference  in  degree  of  importance  between 
one  meal  when  it  is  the  only  accessible  one  and  one 
meal  when  it  is  any  one  of  five  alternate  meals  is  not  as 
6  to  1,  but  as  infinity  to  1.  When  we  draw  near  to  abso- 
lute necessity,  the  increase  in  importance  (as  has  been 
noticed  by  economical  observers  from  Gregory  King 
down)  is  geometrical  rather  than  arithmetical.  Even  in 
the  case  of  what  is  not  a  physiological  or  even  a  social 
necessary  of  life,  but  is  only  made  a  necessary  by  the  con- 
ception which  a  particular  individual  has  formed  of  the 
ends  of  his  own  particular  life,  the  importance  of  the 
object  often  increases  with  the  decrease  in  its  quantity  in 
far  greater  than  arithmetical  proportion.  The  importance 
of  a  single  available  specimen  of  a  particular  Greek  coin 
will  to  a  collector  be  far  more  than  double  the  importance 
of  two  specimens. 
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We  become  conscious  of  the  gradations  of  our  own 
scale  of  wants  most  clearly  when  we  are  either  adding  to 
our  stock  of  goods  or  losing  part  of  it,  for  an  addition 
or  subtraction  might  possibly  affect  the  whole  scale  of 
wants,  and  would  certainly  affect  parts  of  it.  Looking 
further  at  our  proceedings  on  such  an  occasion,  we  find 
that  most  of  our  stock  of  goods  can  be  used  to  satisfy 
more  than  one  kind  of  want.  We  may  use  com  for  our 
own  food,  or  we  may  feed  our  horses  with  it,  or  make 
spirits  from  it.  How  are  we  to  judge  what  is  the  impor- 
tance, or,  in  other  words,  the  value,  that  is  attached  to  an 
article  having  these  alternative  uses  ?  The  answer  is  (and 
it  brings  us  to  the  central  point  of  the  theory) :  We  judges 
of  the  value  a  man  attaches  to  an  article  by  the  hwe^t  use| 
to  which  he  is  willing  to  put  it.  If  he  would  light  the  ^ 
fire  with  mahogany  wood,  the  mahogany  to  him  has ' 
simply  a  fire-lighting  value ;  or,  if  he  would  feed  horses 
with  his  com,  he  values  com  at  its  horse-feeding  value. 
He  feeds  himself  with  it,  too ;  but  he  has  enough  of  it  to 
make  any  particular  quantity  of  it  only  of  the  horse-feed- 
ing degree  of  importance  to  him.  We  judge  that  such  and 
such  a  use  is  the  hwe^t  from  the  fEtct  that,  when  the  stock 
of  goods  is  decreased,  that  use  is  first  forgone.  For  exam- 
ple, if  the  supply  of  com  were  cut  short,  the  horses  would 
lose  first,  or  (to  take  tiie  other  case)  the  mahogany  would 
cease  to  be  used  as  firewood.  The  value  of  an  article, 
therefore,  is  to  be  judged  in  every  case  by  the  impor- 
tance of  the  least  important  want  that  a  man  would  actu- 
ally satisfy  by  means  of  tiie  said  article,  for  only  to  that 
want,  and  not  to  the  others,  is  that  article  an  indispensa- 
ble condition  of  satisfaction.  **  Subjective  value  *'  depends 
not  on  utility,  but  on  "final  utility"  (^GhenMfM»en)i — 
the  lowe8t~of  least  of  the^actual  utilities  rendered  to  us 
b^  the^yaluable  article. 

The  theorists  with  whom  we  are  dealing  explain  (one 
of   them,  Bohm-Bawerk,  with  peculiar  care)   that   the 
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"  dependence  "  is  not  to  be  taken  as  a  &ct  of  causation, 
but  as  an  ascertained  fact  of  interpretation.  Looking  on 
any  completed  act  of  valuation,  we  find  that,  consciously 
or  unconsciously,  it  inyolves  this  regard  to  the  final  util- 
ity. On  the  other  hand,  when  the  action  of  an  economic 
agent  is  viewed,  not  as  completed,  but  as  still  in  prospect, 
it  is  not  the  minimum,  but  the  maximum,  of  utility  that 
we  suppose  to.be  kept  in  view  by  him.  The  act  com- 
pleted, however,  we  ask.  What  is  his  actually  lowest  maxi- 
mum? and  that  is  the  final  utility  now  under  consid- 
eration. 

Cases  of  daily  life  at  once  occur  to  the  mind,  which  this 
simple  theory  seems  to  leave  unexplained.  Bohm-Bawerk, 
whose  skill  in  economical  casuistry*  is  well  known  to 
readers  of  his  book  on  Theorie$  of  Interent^^  makes  a  brave 
attempt  to  clear  up  the  difficulties.  First  of  all,  he  says, 
we  must  not  suppose  the  doctrine  to  mean  that  the  final 
utility  of  a  given  whole  is  determined  by  the  utiliiy  of  its 
least  useful  part.}  The  value  of  the  whole  as  a  whole  is 
determined  by  the  final  utility  of  the  whole^  and  the  value 
of  the  parU  as  such  (i.e.,  not  as  conjoined,  but  as  separate 
and  alternative  pluralities)  is  determined  by  the  final 
utility  of  the  part%  as  such.  For  example,  if  we  ask  our- 
selves what  is  the  value  of  a  skin  of  water  in  the  desert 
to  a  traveller  there,  whose  whole  water  supply  it  is,  the 
answer  is  that  the  final  utility  of  the  whole  skin  —  all  or 
nothing  —  may  be  infinite.  It  may  mean  life  or  death  to 
the  man.  He  would  not  sacrifice  it  for  any  consideration. 
But  consider  it  not  as  one  and  indivisible,  but  as  a  collec- 
tion of  separate  cupfuls  of  water,  then  the  value  of  each 
cupful,  as  such,  is  determined  by  (which  means  is  judged 
from)  the  worst  use  to  which  the  traveller  is  ever  willing 

•HSflownpliraae. 

t  KapUtd  und  KapUalzin$.    Band  I.,  CkschidUe  und  Eritik  der  KapUahnni' 
Theorien.    8yo.    pp.510.    IniMibriiok,  1884.    Thia  yolnme  is  at  present  (August, 
I  in  coniae  of  being  tmnalated  into  Rngliwh  by  Mr.  W.  Smart,  of  Glasgow. 
I  An  inttrpfetation  oonntenanoed  by  the  language  of  Wieeer  and  Jeyons. 
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to  put  a  cupful.  If  this  be  washing,  then  the  value  of 
each  part  is  washing  value:  whereas  the  value  of  the 
whole  as  a  whole  is  not  washing  value,  but  life  or  death 
value.  In  the  second  placed  we  are  told  that,  though  the 
final  utility  of  the  parts  does  not  determine  the  value  of 
the  whole,  yet  it  is  rarely  the  case  with  any  particular 
part  that  its  value  is  settled  by  its  own  final  utility ;  or 
else  we  should  judge  the  cupful  that  quenched  thirst  in 
the  desert  to  be  infinitely  more  valuable  than  the  cupful 
that  washed  hands  or  clothes.  In  all  the  parts  but  one, 
the  final  utility  that  fixes  their  value  for  them  is  ^^an 
alien  utility,"  —  the  final  utility,  not  of  themselves,  but 
of  some  other  part,  which  in  the  above  instance  is  the 
washing  cupful.  In  the  third  place,  what  is  true  of  simi- 
lar specimens  of  the  same  kind  of  goods  (e.g.y  cupfuls  of 
water)  is  true  of  goods  that  are  replaceable  at  the  sacrifice 
of  a  substitute  of  a  different  kind,  whether  in  the  way  of 
exchange  or  in  a  more  direct  way.  The  final  utility  deter- 
mining its  value  is  in  that  case  again  ^^  an  alien  utility," 
—  the  utility  of  the  worst  used  substitute.  If  I  lose  my 
coat  and  do  not  replace  it,  then  its  final  utility  has  been 
also  its  total  utility,  its  worst  use  was  also  its  best.  But, 
if  I  replace  the  lost  coat  by  giving  up  something  else  to 
purchase  a  new  one  or  to  wear  as  a  coat,  then  the  coat's 
value  was  not  its  total,  but  its  final  utility ;  and  the  latter 
itself  is  not  its  own,  but  the  final  utility  of  the  means 
of  replacement  (money  or  otherwise). 

So  fetr  as  we  have  followed  our  authors,  we  should  infer 
that  final  utility  was  an  analysis  of  the  nature  rather  than 
of  the  causes  of  value.  It  states  the  fact  itself  rather 
than  the  reason  for  the  fact.  From  their  own  description, 
value  appears  as  the  effect  of  two  causes, —  utility  and 
scarcity.  The  value  of  a  shilling  to  me  depends  on  its 
final  utility  in  the  sense  that  you  only  know  its  value  to 
me,  if  you  know  its  final  utility  to  me.  Inj)ther  Wiucds^ 
its  value  mean$  its  final  utility.    There  still  remains  the 
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question, — why  its  final  utility  is  no  more  and  no  less, 
why  I  would  use  the  shilling  for  what  turns  out  to  be  the 
lowest  purpose  for  which  I  would  ever  use  it,  why  do  I 
stop  so  soon,  and  not  go  to  a  lower  purpose,  or  why  do  I 
not  stop  sooner,  and  not  go  so  low  ?  The  answer  is  that 
the  limit  is  fixed  for  me  by  my  wants  and  my  resources, 
taken  together  and  in  relation  to  each  other;  in  other 
words,  by  the  thing's  utility  and  (in  relation  to  my  re- 
sources) its  scarcity.  My  shillings  are  so  comparatively 
abundant  that  I  can  satisfy  my  wants  thus  far  and  no 
farther  by  means  of  them.  The  circumstances  of  modem 
industrial  society,  it  is  true,  introduce  complications  into 
these  relations.  The  scarcity  of  an  article  in  relation 
to  me  is  determined  not  only  by  the  extent  of  my  re- 
sources, but  by  the  resources  and  "  effective  demand  "  of 
other  people,  by  the  "supply  and  demand  "  *  of  the  goods 
in  question  over  society  at  large.  In  ordinary  cases,  the 
said  "  supply  and  demand  "  affect  the  prices  of  goods,  and 
therefore  the  extent  of  the  deduction  to  be  made  from 
tiie  individual's  store,  when  he  replaces  a  lost  article  by 
a  substitute.  On  the  other  hand,  the  Austrian  writers 
justly  contend,  if  it  were  not  for  the  varying  "scales" 
of  wants  and  the  correspondingly  varying  "subjective" 
values  attached  by  different  people  to  the  same  article, 
exchanges  would  not  take  place,  and  prices  would  not  be 
/  settled  as  they  are  now.    "  Objective  value  in  exchange  " 

('  is  the  resultant  of  separate  subjective  valuations  of  the 
competing  individuals  in  a  conunercial  society. 

It  may  confidently  be  said  that,  unless  the  doctrine 
of  "subjective"  value  is  made  to  throw  light  on  value  in 
exchange,  economists  would  not  care  to  linger  over  it,  as, 
after  all,  it  is  the  social  relations  of  human  beings  in  the 
present  industrial  system  that  are  of  deepest  interest  to 
students  of  economics.  Wieser's  book,  on  its  first  appear- 
ance, was  severely  handled  by  Dietzel,!  because  the  au- 

*  BxpreBsioiis  that  aie  explained  below, 
t  See  Jahrbllcher,  zL,  N.  F.  (1886),  p.  161. 
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thor  did  not  show  the  application  of  his  theory  to  the 
world  with  which  ordinary  economists  had  always  dealt. 
Professor  Bohm-Bawerk  has,  with  great  courage  and  abil- 
ity, endeavored  to  remove  this  reproach  from  the  school 
to  which  he  belongs ;  and  his  treatise  on  Objective  Value 
must  be  almost  our  sole  guide  in  the  following  exposi- 
tion. 

^Objective  value,"  as  he  defines  it,  is  by  no  means  iden- 
tical with  value  in  exchange.  Indeed,  the  latter  becomes, 
from  one  point  of  view,  a  case  of  subjective  and  not  of 
objective  value.  We  may  regard  it  as  the  importance  to 
my  welfare  of  an  article  exchanged  by  me  instead  of  con- 
sumed by  me.  This  close  contact  of  "objective"  with 
"  subjective  "  value  need  not  surprise  any  one  who  remem- 
bers the  general  impossibility  of  keeping  these  two  philo- 
sophical notions,  subjectivity  and  objectivity,  out  of  each 
other's  reach.  But,  for  economical  purposes,  objective  and 
subjective  values  may  be  kept  apart  without  much  practi- 
cal difficulty.  Objective  value,  according  to  our  author, 
is  best  defined  as  simply  the  power  of  a  commodity  (con- 
sidered out  of  relation  to  any  particular  subject)  to  pro- 
duce certain  effects.  Firewood  has  heating  value,  food 
nourishing  value ;  and  (if  the  particular  power  conferred 
is  power  to  exchange  for  other  articles)  a  commodity  may 
have  purchasing  value.  The  said  purchasing  value  or 
purchasing  power  is  therefore  only  one  species  out  of 
many  belonging  to  the  genus  Objective  Value.  It  is  eco-ii 
nomically  the  most  important,  and  is  practically  the  only  | 
one  discussed  by  Bohm-Bawerk  under  this  head.*  He  \ 
rightly  refuses  to  confine  the  term  "  value  "  to  one  of  the 
two  main  kinds,  objective  and  subjective,  or  to  attempt 
to  prove  that  the  two  are  forms  of  one  and  the  same  kind 
of  value.  He  accepts  both  senses,  because  both  are  deeply 
rooted  in  the  common  language  of  men ;  and  he  tries  to 

*OUi«Bi  Aie,  e^M  lettang  yaloe,  hiring  Tmloe,  prodnotiTe  Tmlne  (prodnotiye- 
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avoid  ambiguity  by  means  of  the  distinctive  philosophical 
epithets,  subjective  and  objective.  It  seems,  on  the  whole, 
as  precise  a  distinction  as  can  usually  be  procured  in  eco- 
nomics, though,  to  English  readers  at  least,  the  terminology 
would  be  a  serious  stumbling-block. 

Value  in  exchange  being  first  defined  as  the  power  one 
thing  has  to  fetch  others  in  exchange,  the  next  preliminary 
definition  is  that  of  Price,  which  is  said  to  be  not  ^*  value 
expressed  in  money,"  but  the  actual  equivalent  goods 
(whether  money  or  not)  given  in  exchange.  The  value 
(in  exchange)  of  a  coat  is  thus  its  power  to  exchange,  say, 
for  two  pairs  of  boots  or  for  £4  in  money.  The  priee  of  the 
coat  is,  tjhen,  the  two  pairs  of  boots  or  the  £4  in  money. 
The  distinction,  it  may  be  admitted,  is  intelligible,  and 
can  be  preserved  with  a  very  fair  amount  of  consistency. 
We  are,  however,  at  once  led  by  it  face  to  face  with  the 
familiar  question  of  economical  text-books.  How  is  the 
price  itself  explained?  The  answer  is  that  under  free 
competition  of  buyers  and  sellers,  and  on  the  supposition 
that  each  of  them  is  seeking  his  own  greatest  immediate 
advantage,  the  price  is  determined  by  the  subjective  value 
of  the  article  concerned  to  the  least  strong  *  of  the  actual 
sellers  and  the  least  strong  of  the  actual  buyers.  The 
case  is  analogous  to  that  of  subjective  value,  where  the 
criterion,  too,  is  not  the  worst  of  all  possible,  but  the  worst 
of  all  actual  uses.  A  strong  seller,  again,  is  one  who 
attaches  comparatively  little  value  to  his  article,  and  can 
therefore  come  a  long  way  down  or  let  it  go  for  compara- 
tively little.  A  strong  buyer  is  one  who  attaches  much 
value  to  the  article  he  would  buy,  and  can  therefore  go 
a  long  way  up  or  give  a  great  deal  for  it ;  and  the  least 
strong  of  the  actual  sellers  and  least  strong  of  the  actual 
buyers  determine  the  selling  price. 

The  normal  case  may  be  illustrated  by  the  subjoined 

*  TauadifahigkeU^—BtreDg^  in  mrohanging,—  a  notion  fint  fnUy  treated  by 
Monger,  is  mudi  used  by  Bohm-Bawerk. 
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diagram,*  where  the  articles  offered  are  horses,  all  sup- 
posed of  the  same  quality :  — 
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There  are  only  five  pairs  that  can  exchange  at  all  with 
economical  advantage,  and  these  are  the  five  strongest 
buyers  and  sellers.  The  price  is  determined  by  the  valua- 
tions of  the  least  strong  of  these;  namely,  A^  and  B^. 
B^  can  take  anything  over  £40.  A^  can  give  anything 
under  £44.  ITie  price  will  be  between  the  two  figures. 
An  objection  occurs.  If  the  price  is  determined  by  the 
buyer's  estimate  of  the  article's  value  in  use,t  and  if  that, 
in  the  normal  case  of  replacement  by  substitutes,  depends 
on  the  buyer's  estimate  of  the  value  in  use  to  him  of  the 
means  of  replacement,  does  not  this  mean  that  the  market 
price  depends  on  the  market  price?  The  answer  given 
by  our  author  is  as  follows :  When  the  buyer  comes  for- 
ward to  get  his  substitute,  he  carries  in  his  mind  a  pre- 
sumption as  to  the  state  of  the  market.  He  values  his 
coat  at  a  certain  low  figure,  because  he  has  a  certain  pre- 
sumption as  to  the  scarcity  of  coats.  He  has  presumed 
that  substitutes  can  always  be  got  at  that  presumed  figure. 
The  said  presumption  has  determined  his  use  and  abuse 
of  his  coat  all  along ;  and,  till  he  comes  to  the  market,  it 

•Cf.  Bohm-Bawerk,  JcMmdier,  xiii.,  N.  F.,  p.  496. 

t  It  most  be  Mdd,  onoe  for  all,  that  Bohm-Bawerk  dislikes  this  term ;  but 
H  has  been  kept  as  the  most  familiar  Knglish  eqaiTalent  for  the  ^iMui-philo- 
soi^iioal  **siibjectiTe  Talne." 
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is  perfectly  rational.  But  in  the  market  itself  he  must 
not  presume.  He  must  see  for  himself  how  the  supply 
and  demand  actually  stand,  and  raise  or  lower  his  esti- 
mate accordingly. 

What,  then,  is  the  meaning  of  the  "supply  and  de- 
mand"? These  are  terms  for  which  Bohm-Bawerk  has 
little  respect,  regarding  them  as  the  natural  refuge  of  con- 
fused thinkers;  but,  since  they  are  rooted  in  language, 
they  must  be  explained.  To  explain  them,  he  gives  an 
account  of  the  real  reasons  why  the  "  subjective  valua- 
tions "  of  what  he  calls  the  "  terminal  pair  "  *  in  the  above 
diagram  are  at  the  height  assigned.  The  said  height  is  a 
result, ^r«t,  of  the  numbers  of  the  would-be  buyers;  second^ 
of  the  degree  of  value  these  would-be  buyers  attach  to  the 
article  concerned ;  third,  of  the  numbers  of  would-be  sell- 
ers; and, /our^A,  of  the  degree  of  value  they  attach  to  the 
article  they  would  sell.  Again,  in  the  "  degree  of  value  " 
so  specified  is  involved  a  comparison  between  the  article 
concerned  and  the  other  article  (say  money)  which  is  to 
constitute  the  price  of  it.  If  a  buyer  is  said  to  value  a 
horse  at  £40,  this  means  that  one  horse  has  more  impor- 
tance for  his  welfare  than  forty  sovereigns.  It  is  a  com- 
parison of  the  two,  horse  and  money,  that  determines  the 
maximum  amount  of  his  offer ;  and,  as  the  same  is  true, 
mutatii  mutandis^  of  the  seller,  we  must  add  to  the  above 
four  reasons  two  more,  the  value  of  the  price  to  the  buyer 
and  the  value  of  the  price  to  the  seller. 

But  from  the  whole  of  this  statement  it  is  clear  that 
two-thirds  of  the  conditions  of  objective  value  depend  on 
a  comparison  between  wants  and  their  means  of  satisfac- 
tion! over  society  as  a  whole.  The  old  doctrine  that 
"  prices  are  regulated  by  the  relation  of  supply  and  de- 
mand "  was  (we  are  told)  not  false,  if  the  terms  were  un- 

*Grenzpaarj  on  the  analogy  of  GrenzmUzen^  which  for  ite  part  may  be 
translated  either  final  or  terminal  utility,  both  terms  used  by  Jeyons. 
t  Bedcufund  Deckung, 
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derstood  to  include  not  only  the  number  of  articles  offered 
and  desired,  but  the  various  motives  influencing  the  buyers 
and  sellers  respectively.  It  is  when  demand  and  supply  are 
both  taken  as  quantities,  and  the  price  is  said  to  depend 
on  the  suppliers  and  demanders  agreeing  to  supply  and 
demand  the  same  quantity,*  that  the  formula  is  wrong ; 
for  the  height  of  the  price  depends  not  only  on  the  quanr 
tiHe$  offered  and  demanded,  but  on  the  eagerness  of  the 
sellers  and  buyers.  So,  also,  demand  is  often  divided  into 
effective  and  ineffective;  but  this  is  only  right  if  it  is 
remembered  that  "  ineffectiveness  "  includes  want  of  will 
as  well  as  want  of  power.  The  demanders  excluded  from 
the  fixing  of  the  price  are  those  that  are  not  prepared  to 
p&y  a  certain  price,  either  because  "  their  poverty  and  not 
their  will  consents "  to  their  withdrawal  or  because  their 
notions  of  the  subjective  value  of  the  article  to  them  do 
not  allow  them  to  pay  the  price.  Intensity  of  desire,  too, 
can  be  recognized  as  a  condition  of  a  strong  demand  only 
if  qualified  in  a  similar  way  by  the  double  limitation  of 
resources  and  of  standard  of  living, —  in  fact,  if  it  is  made 
as  much  a  matter  of  will-ing  as  of  wish-ing. 

It  is,  however,  in  regard  to  supply  that  the  most  burn- 
ing questions  arise.  Ricardo  hardly  allowed  demand  to 
influence  price  at  all.  When  we  ask  on  what  depends  the 
lowest  figure  at  which  the  supplier  is  prepared  to  sell  his 
ware,  we  are  told  by  the  supporters  of  the  ordinary  ortho- 
dox doctrine  that  (in  addition  to  the  value,  for  the  seller,  of 
the  article  he  is  selling,  and  the  value,  for  the  same  seller,  of 
the  article,  usually  money,  for  which  he  is  offering  it)  we 
must  take  into  account  the  cost  of  production.  But  (ac- 
cording to  our  authors)  the  connection  of  cost  with  price 
is  not  to  be  found  in  any  influence  of  the  former  on  the 
decision  of  the  supplier  to  sell  or  not  to  sell  at  a  given 
minimum  price.    Hejwill  not  sell  for  less  than  the  article 

•lim.  Book  m.  ohap.  ii.  §  3:  '*The  ratio  intended  is  that  between  the 
qnanftity  demanded  and  the  quantity  tapplied.*'  The  next  paragraph  ( §  4)  it 
in  gyatof  agreement  with  Bohm-Bawerk. 
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is  (subjectively)  worth jbo_him;  but  he  may  and  often 
does  sell  it  below  its  cost,  however  reluctantly.  The  real 
connection  between  cost  and  price  is  the  effect  of  cost  on 
the  mmber  of  articles  produced.  The  law  of  cost  is  not 
to  be  opposed  to  the  law  of  supply  and  demand,  as  if  they 
were  rivals  on  equal  terms.  Cost  is  only  intelligible  in 
relation  to  supply  and  demand,  and  in  a  very  subordinate 
relation.  The  law  of  cost  is  a  particular  law  of  supply : 
it  formulates  the  conditions  of  the  supply,  not  of  all  arti- 
cles, but  of  those  that  are," freely  produced." 

The  discussion  has  reached  a  point  where  it  has  more 
than  a  mere  academic  interest ;  and  no  apology  need  be 
made  for  a  somewhat  full  statement  of  the  application  of 
the  doctrine  of  the  Austrian  school  to  the  special  ques- 
tions of  cost  and  the  means  of  production.  These  ques- 
tions come  up  first  of  all  (in  the  writings  before  us)  under 
the  head  of  Subjective  Value,  though  they  are  most  famil- 
iar in  ordinary  economical  discussions  in  connection  with 
Exchange  and  Distribution.  We  are  told  that,  to  get  a 
clear  view  of  the  situation,  we  must  follow  Menger  in 
arranging  the  means  of  production  according  to  their 
nearness  to  their  final  products.  Let  us  call  these  last 
goods  of  the  "first  rank"  (say,  the  finished  loaf);  goods 
one  step  removed,  goods  of  the  "  second  rank  "  (say,  bread 
a-baking  in  the  oven);  another  step  removed,  goods  of 
the  "  third  rank  "  (the  flour  in  the  mill) ;  and  so  on  till  we 
get  to  the  farthest  traceable  ranks  (the  elements  from 
which  the  crops  in  the  field  are  derived).  The  instru- 
ments, used  in  the  various  ranks  are  (we  suppose)  to  be 
ranked  according  to  their  respective  goods,  though  it  is 
materials  alone  that  are  mentioned  by  our  author.  The 
water-wheel,  as  affecting  goods  of  third  rank  (grain  becom- 
ing flour),  would  be  itself  of  third  rank.  The  description 
given  by  Menger  *  of  capital  as  "  nothing  but  a  total  of 

*  See  VoOcswirihschaftdekrey  pp.  127,  seq.    But  in  his  artdde  on  *'  Capital  ** 
in  the  Jiikrbucher^  July,  1888,  Menger  deairee  to  confine  the  tenn  Capital  to 
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complementary  goods  of  higher  rank"  {i.e.,  of  a  rank 
remote  from  the  finished  article)  now  becomes  intelligible.* 
But,  as  to  the  question  of  cost,  we  want  to  know  what 
determines  (a)  the  subjective  and  (6)  the  exchange  value 
of  these  remote  means  of  production,  whether  instruments 
or  materials.  Now,  on  the  principles  of  the  school,  the 
subjective  value  of  these  must  mean,  as  subjective  value 
means  in  all  other  cases,  that  they  are  an  indispensable 
condition  of  my  satisfaction,  and  thereby  have  importance 
for  my  welfare.  In  their  case,  it  is  true,  they  are  a  con- 
dition of  a  condition ;  but  the  indirectness  does  not  alter 
the  fact.  **  Praedicatum  prsedicati  prsddicatum  subjecti." 
Let  the  final  product  be  called  A,  and  its  means  of 
production  G^,  G^  G*,  in  order  of  remoteness.  Let  us 
assume  for  simplicity  that  these  means  of  production  are 
concerned  only  with  this  one  article,  and  have  no  col- 
lateral or  by-products.  On  what  does  the  subjective 
value  of  each  member  of  the  series  depend?  The  value 
of  the  finished  article  (or  A)  is  determined  by  its  final 
utility.  As  to  the  article  of  the  second  rank  (G^),  if  it 
were  absent,  we  should  lose  the  finished  article  (A)  itself, 
and  with  it  its  final  utility.  In  other  words,  the  want 
satisfied  by  A  depends,  not  only  on  A,  but  on  Gr^ ;  and, 
as  G^  depends  on  G^  A  depends  on  G^  and  for  a  like 
reason  on  G*.  In  other  words,  all  the  successive  and 
cooperating  means  of  production,  through  all  ranks  of 
the  series,  are  conditions  of  the  final  utility  of  their  ulti- 
mate product,  the  article  to  be  consumed.  It  foUows  (1) 
that  the  value  of  all  members  of  the  series  is  in  princi- 
ple one  and  the  saihe;  (2)  that  greatness  or  smallness  of 
value  is  fixed,  in  the  last  reeort,  by  the  finished  article's 
final  utility ;  and  (8)  that  it  is  fixed,  in  the  firet  instance^ 
for  each  member  by  the  member  directly  succeeding  it,  or, 

"monej  derotad  to  incMMe  of  ineome,"  and  to  nae  "meaiiB  of  prodnotioD,'* 
M  thB  leMt  ambigooM  term,  in  rach  inveetigatioiMi  as  the  one  now  before  na. 
*See  Bohm-Bawerk'a  Kapital  und  Kapitalzini,  i.  pp.  6,  256,  2S7. 
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in  other  words,  produced  by  it.  In  practice,  men  do  not 
refer  to  the  last  so  much  as  to  the  first  instance.  They 
often  take  the  former  for  granted  on  the  strength  of  the 
commercial  knowledge  of  themselves  or  others.  A  tim- 
ber merchant,  when  he  is  considering  what  is  the  value 
to  him  of  wood  for  cask  staves,  does  not  trouble  himself 
about  the  ultimate  destiny  of  the  staves,  but  only  about 
the  quantity  of  them  he  can  make  out  of  a  given  quantity 
of  wood,  and  for  how  much,  when  made,  they  will  sell  in 
the  existing  state  of  the  market.  Yet,  if  casks  went  out 
of  use  and  fell  in  price,  his  staves  would  follow  suit, —  the 
value  of  the  means  of  production  thus  proving  its  depend- 
ence on  the  value  of  the  finished  product. 

On  the  other  hand,  it  wiU  be  said  that,  as  a  matter  of 
experience,  we  find  the  value  of  goods  rising  or  falling 
with  their  ^^  cost."  Now,  the  cost  is  nothing  but  the  total 
of  the  "  productive  goods,"  labor,  capital,  and  any  other 
outlay  which  must  be  expended  to  furnish  a  certain  prod- 
uct. On  this,  it  is  to  be  remarked  that  ^'  identity  of  cost 
and  value  "  is  only  another  phrase  for  the  identity  of  the 
value  of  the  means  of  production  with  that  of  the  product, 
without  any  invidious  indication  of  precedence.  Popular 
language,  however,  too  often  suggests  that  the  value  of  the 

I  product  is  determined  by  the  cost  of  production,  whereas 
the  truth  (according  to  our  authors)  is  that  the  value  of 
the  "cost-goods"  is  determined  by  the  value  of  the  product. 
Our  authors  differ  both  from  the  "labor  theory,"  which 
refers  all  value  to  cost  and  all  cost  to  labor,  and  from 
the  "  Dualistic  "  *  or  Ricardian  theory,  which  alleges  two 
distinct  sources  of  value  (usefulness  and  cost),  and  refers 
to  the  one  whatever  it  cannot  explain  by  the  other.  But, 
as  the  statement  of  a  mere  tendency  or  approximation, 
the  doctrine  that  value  is  identical  with  cost  is,  they 
admit,  substantially  true  in  the  case  of  freely  produced 
articles,  any  discrepancies  in  their  case  between  cost  and 

*Bdhm-Bawerk,  in  JahrbUcher,  ziii.,  K.  F.,  p.  61. 
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value  being  occasioned  by  the  fact  that  production  takes 
time,*  and,  between  the  first  step  in  production  and  the 
last  result  of  it,  men  and  things  may  have  altered.  The 
wants  of  men,  the  comparative  quantities  of  goods  in  the 
market  and  men's  views  about  them,  may  change;  and 
then  their  estimate  of  the  subjective  value  of  the  goods 
employed  in  production  will  change  also.  Such  discre- 
pancies are  beyond  any  fixed  rule.  There  is,  however, 
another  discrepancy,  which  is  permanent  and  regular;  and 
it  is  the  discrepancy  caused  by  the  mere  length  of  time 
taken  in  the  conversion  of  the  means  of  production  into 
the  finished  product.  The  value  of  the  means  of  produc- 
tion in  the  remote  ranks  will  lag  steadily  behind  the 
value  of  the  finished  product,  in  proportion  to  the  length 
of  time  taken  in  the  passage  from  the  former  to  the  latter.^ 
In  this  kind  of  discrepancy,  Bohm-Bawerk  sees  the  real 
key  to  the  phenomenon  of  interest  on  capital,  though  he 
has  not  as  yet  given  his  views  to  the  public  at  length  on 
this  point.  But,  in  the  discussion  of  cost,  he  asks  us  to 
neglect  both  of  the  above  kinds  of  discrepancy. 

Let  us  now  retract  the  assumption  which  we  made,t 
that  the  given  means  of  production  concern  only  one  kind 
of  product.  In  most  cases,  the  goods  of  second,  third,  or 
fourth  rank,  in  the  regress  of  the  economic  observer,  may 
be  capable  of  producing  not  one  kind  of  article  only,  but 
a  number  of  alternatives.  Iron  may  be  made  into  nails 
or  ploughshares  or  fire-grates  or  fifty  other  things.  The 
question  to  be  asked  is.  Which  of  the  alternative  products 
determines  the  value  of  the  common  means  of  production? 

Suppose  a  sample  of  G^  to  produce  either  A  or  B  or  C, 
and  the  final  utility  of  A  to  be  100,  of  B  120,  of  C  200. 
The  final  utility  of  their  common  means  of  production 
(a  sample  of  GP)  will  be  the  lowest,^ — namely,  100;  for, 

*  Of.  Menger,  VoUuwirthtdiqflaUhrt,  pp.  40  to  46.  t  Aboye,  p.  19. 

I  That  is,  will  be  according  to  the  lowest,  allowance  beuig  made  for  the 
diaeiepaiioj  of  tune  and  for  the  other  oo-operatiiig  elements,— labor,  eto. 
B^un-Bawerk,  tTaMitcAcr,  ziii.,  N.  F.,  p.  538. 
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if  we  had  only  two  samples  of  Gr^  and  had  therefore 
to  lose  one  of  the  three, —  A,  B,  and  C, —  it  would  be 
A,  as  the  lowest,  that  would  be  sacrificed,  and  it  is 
therefore  iti  existence  that  depends  on  a  third  sample  of 
Gr^.  Therefore,  a  G^  when  it  can  be  economically  used 
to  produce  A  at  all,  is  in  value  to  us  as  A,  and  not  as  B 
or  C.  In  the  same  way,  it  might  be  shown  that,  of  sev- 
eral alternative  uses  of  a  Gr^,  the  lowest,  or  that  which 
leads  to  the  lowest  actually  valued  utility,  will  determine 
the  value  of  G*.  It  appears,  then,  that  the  value  of  the 
least  valuable  ultimate  product  (of  those  products  econom- 
ically produced  at  all)  determines  the  value  of  the  ante- 
cedent means  of  production  from  the  lowest  rank  to  the 
highest. 

We  have  next  to  ask  what  determines  the  value  of  the 
two  other  alternative  products,  B  and  C.  If  their  own 
final  utility,  then  their  value  would  be  greater  than  that 
of  their  means  of  production,  which  has  been  shown  to 
become  100.  But,  as  a  B  or  a  C,  if  lost,  can  be  replaced 
by  a  substitute  made  from  Gr^  at  the  sacrifice  of  A,  the 
said  B  and  C  will  (by  reasoning  given  in  an  earlier  stage 
of  this  discussion)  fall  to  the  value  of  G^ ;  «.«.,  to  100 
instead  of  120  and  200.  In  fact,  to  our  surprise,  we  find 
that,  in  the  case  of  replaceable  alternatives,  it  is  (in  all 
instances  but  one)  the  cost  that  determines  the  degree  of 
value,  after  all ;  and  the  common  identification  of  cost  and 
price  is  therefore  (in  their  case  only)  perfectly  justified.* 
It  is  an  "  alien  "  final  utility  that  determines  their  value ; 
and  the  alien  utility  in  this  case  is  that  of  an  article  which 
rules  the  value,  also,  of  the  cost-goods.  Their  value  is 
therefore  the  same  as  that  of  their  cost^oods.  Though 
the  road  is  roundabout,  the  point  reached  is  the  same  as 
in  the  old  Ricardian  doctrine.  Of  freely  producible  goods, 
it  is  really  as  nearly  true  to  say  their  cost  determines  their 
value  as  to  say  the  west  wind  causes  the  rain.f 

*Ck>mpare  aboye,  p.  11. 

t  Bohm-Bawerk,  Kapital  und  KapUaluM^  i.  p.  442. 
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Let  us  DOW  apply  the  doctrine  to  the  value  that  **  dwells 
not  in  particular  will,"  namely,  to  Objective  Value  in 
Exchange  and  to  Price  (whether  in  money  or  in  other 
goods).  These  last  result,  as  we  have  seen,  from  the 
subjective  valuations  of  the  finished  product  by  the  con- 
sumers ;  and,  in  their  turn,  they  determine  the  demand, 
which  is  confronted  by  the  stocks  of  producers  as  the 
supply.  The  market  selling  price  results  from  the  compe- 
tition of  subjective  valuers,  as  already  described. 

Now,  in  each  case,  the  height  of  the  market  price  de- 
termines the  height  of  the  9ubjeetive  value  in  excliange, 
and  the  value  of  the  least  valuable  of  the  actiially  sold 
products  determines  the  subjective  value  of  the  means 
of  production.  Each  producer  will  subjectively  value 
his  means  of  production  —  say,  iron  —  according  to  the 
market  price  of  the  article  he  makes  out  of  it.  One 
producer  will  value  it,  say,  at  80«.,  another  at  40«.,  an- 
other at  80«.  a  ton.  With  these  valuations,  they  go  to 
market.  The  extent  of  their  demand  is  in  proportion  to 
the  expected  sale  of  their  own  goods.  The  intensity  of 
their  demand  is  in  proportion  to  their  several  valuations 
above  mentioned.  No  one  will  give  more  than  the  price 
he  hopes  to  get  for  his  article.  The  extremes  would  be, 
say,  2$.  and  20«.  The  supply  would  be  the  stocks  of  iron 
from  the  mines,  which  will  pass  to  the  strongest  buyers  at 
a  price  between  the  estimate  of  the  weakest  of  the  said 
strongest  and  the  estimate  of  the  would-be  buyer  that  just 
fails  to  be  an  actual  buyer.  The  estimates  in  a  great 
modem  market  would  be  so  accurate  that  we  may  say  the 
price  is  equal  to  the  estimate  of  the  lowest  buyer.  Now, 
as  the  lowest  buyer's  estimate  depends  on  the  price  of  his 
own  article,  the  said  article  is  the  limiting  article  (or 
€hremprodukt)j  the  least  valuable  of  the  uses  to  which 
iron  can,  in  given  circumstances,  be  economically  put  at 
all.  But  for  all  goods  above  that  lowest  there  is  an 
inducement  to  makers  to  increase  their  supplies ;  and,  the 
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more  this  is  done,  the  lower  sinks  the  point  where  supply 
and  demand  balance  each  other,  tUl  at  last,  in  the  case  of 
the  next  lowest  sellers,  the  price  goes  down  to  the  limit- 
ing point,  where  it  ceases  to  be  profitable^  This  is  how 
all  prices  tend  to  be  identical  with  cost  in  the  case  of 
freely  producible  goods. 

Such  is,  in  outline,  the  theory  of  the  Austrian  schooL 
To  readers  not  familiar  with  its  by-paths,  it  suggests  some 
obstinate  questionings.  Those  discussions  of  the  relation 
of  wants  and  the  subject  of  wants  to  the  means  of  satis- 
faction seem  too  easily  apt  (unless  confined  within  rigid 
limits)  to  convert  economical  discussion  into  psychological. 
Even  Bohm-Bawerk,  who  considers  that  the  line  of  de- 
marcation can  be  easily  drawn,  does  not,  in  practice,  avoid 
a  blending  of  psychology  with  economics.  A  utilitarian 
psychology  and  ethics  have  colored  his  whole  theory,  as 
they  colored  that  of  Jevons.  He  makes  the  possibility  of 
the  doctrine  of  final  utility  to  depend  on  the  commensura- 
bility  of  pains  and  pleasures.  He  makes  the  individual 
subject  the  sole  judge  of  what  is  his  final  utility,  and  of 
what  to  him,  therefore,  is  "  economical,"  or  the  opposite.* 
But  this  is  very  different  from  the  hypothesis  of  the  older 
economists,  whose  ^^  economical  man  "  was  gifted  with  en- 
lightened, as  distinguished  from  unenlightened,  self-inter- 
est. And  it  is  remarkable  that,  as  soon  as  the  Austrian 
economist  reaches  their  problem  (objective  value  in  ex- 
change), he  adopts  their  assumption,  and  tells  us  that  his 
theory  of  exchanges  is  true  of  men  who  are  pursuing 
their  own  gain  with  prudence  and  knowledge.  There 
was  surely  no  need  to  throw  the  "  rays  of  utilitarian  dark- 
ness "  into  the  subject  at  all.  Such  a  table  of  wants  as  is 
given  above  (page  8)  might  be  drawn  up  by  philosophers 
of  widely  different  schools  or  by  ordinary  economists  with- 

*  Bohm-Bawerk,  JahrbUcker,  laii.,  N.  F.,  pp.  13, 50,  etc.    Tet  he  Bpeakt,  on 
page  55,  of  a  "  tnie ''  as  distmguished  from  an  apparent  yalue. 
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out  any  philosophy  at  all.  To  introduce  the  philosophical 
theory  that  all  motives  are  pleasures  or  pains,  and  each 
individual  is  the  supreme  judge  of  his  own  ends,  is  to  cast 
doubt  on  the  existence  of  any  objective  truth  in  the  whole 
matter,  and  to  make  the  very  distinction  between  economy 
and  waste  an  incomprehensible  riddle.  It  may  be  added 
that,  to  those  who  believe  that  economic  processes  can 
and  ought  to  be  studied  separately  from  philosophy,  even 
though  the  economists'  results  need  to  be  complemented 
and  supplemented  by  the  sublimer  study,  the  very  use  of 
philosophical  terms  for  economical  facts  seems  unnecessary 
and  inexpedient. 

But,  looking  now  at  the  general  conclusions  of  the 
Austrian  theorists,  we  may  observe  that  they  involve  no  . 
**  Copemican  change  of  attitude,"  or,  in  other  words,  no  ' 
complete  revolution  in  economic  doctrine.    The  seeds  of 
the  new  views  may  be  found  in  the  old  economists.*    NotI 
to  go  back  to  Lauderdale  and  Malthus,  we  find,  in  such  I 
passages  as  the  fifteenth  chapter  of  Mill's  Third  Book,  fori 
example,  a  full  acknowledgment  of  the  important  part] 
played  by  "  subjective  value  "  in  economical  processes :  — 

If  one  thing  [says  Mill,  speaking  of  the  Measure  of  Value],  either 
by  itself  or  by  what  it  would  purchase,  could  maintain  a  laboring 
man  for  a  day,  and  another  could  maintain  him  for  a  week,  there 
would  be  some  reason  in  saying  that  the  one  was  worth,  for  ordinary 
human  uses,  seven  times  as  much  as  the  other.  But  this  would  not 
measure  the  worth  of  the  thing  to  its  possessor  for  his  own  purposes, 
which  might  be  greater  to  any  amount,  though  it  could  not  be  less, 
than  the  worth  of  the  food  which  the  thing  would  purchase. 

And,  in  the  passage  immediately  following  this  (the 
well-known  section  on  Joint  Cost  of  Production),  Mill  dis- 
tinctly speaks  of  the  **  law  of  supply  and  demand  "  as  ^^  a 
law  anterior  to  cost  of  production  and  more  fundamental." 
In  an  earlier  passage,  he  had  said  that  ^^  the  utility  of  a 

•ProfwKir  BohnnBawerk  (who  has  been  kind  enough  to  read  the  mann- 
Mcipt  of  tfak  paper)  points  oat  that  he  has  amply  aoknowledfired  this  in  his 
mtirnd  paper  on  Yahie,  JaMmcher,  ziiL,  N.  F.,  p.  602. 
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thing  in  the  estimation  of  a  purchaser  is  the  extreme  limit 
of  its  exchange  value.''    (Book  III.  chap.  ii.  §  1.) 

The  idea  so  common  in  economical  writers,  from  Lau- 
derdale *  down  to  J.  S.  Mill,  that  ^^  wealth ''  consists  of 
**  desirable  things  limited  in  quantity,"  gains  its  clearest 
interpretation  when  wealth  is  understood  as  a  sum  total 
of  things  subjectively  valuable,  in  the  sense  defined  by 
the  Austrian  school.  Nothing  but  this  will  save  such  a 
saying  as,  *^  Though  air  is  not  wealth,  mankind  are  much 
richer  by  obtaining  it  gratis,"  from  self-contradiction.  | 

The  service,  therefore,  that  Jevons  and  the  Austrians 
have  rendered  to  economic  theory  seems  to  be,  not  the 
first  introduction  into  it  of  "  subjective  value  "  (as  if  that 
were  a  new  thing),  but  the  clearer  definition  of  it.  "  Final 
utility  "  is  rather  a  definition  of  value  than  an  explana- 
tion of  its  causes,  and  the  charm  of  a  new  term  (itself  in 
need  of  explanation)  seems  to  have  led  them  to  exagger- 
ate its  merits  at  the  expense  of  more  vital  parts  of  their 
own  doctrine.  Even  by  their  own  accounts,  the  notion 
of  **  final  utility  "  throws  light  rather  on  the  nature  than 
on  the  causes  of  value;  and,  as  with  wealth,  so  with 
value,  the  causes  are  our  real  difficulty.  The  service  of 
the  school  is  to  have  shown,  not  merely  that  ^^  subjective 
value  "  means  final  utility,  but  that  the  causes  of  subjec- 
tive value  are  the  causes  of  all  economic  value  whatever, 
whether  value  in  use  or  value  in  exchange.  Jevons  him- 
self makes  practical  acknowledgment  of  this  when,  in  his 
Primer  (1878),  he  gives  the  causes  of  value  in  great  detail, 
but  says  nothing  at  all  of  "  final  utility." 

Again,  it  may  be  doubted  whether  the  Austrian  econo- 
mists have  fairly  met  the  challenge  made  by  their  critics 
to  show  the  application  of  their  doctrine  to  the  modem 
world  of  exchanges.!     Bohm-Bawerk   (in  his  reply  to 

•OnPuUieWealtk,p.tyr. 

f  Emil  Sax  hM  i^vplied  it  to  Tazation  in  his  GrundUffung  der  tkeortti$chen 
StaaUwirUuchc^ft,    See  Quarterly  Journal  qf  Economics,  July,  1887,  p.  SOi, 
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Dietzel's  review  of  Wieser's  book)  ♦  does  not  deny  their 
obligation  to  do  this,  and  the  whole  of  his  second  treatise 
(on  Objective  Value)  may  be  considered  an  attempt  to 
fulfil  the  obligation.  At  the  same  time,  the  criticisms 
passed  by  him,  by  Menger,  and  by  Wieser  on  such  views 
as  the  "  cost  theory,"  and  especially  the  "  labor  theory," 
of  value,  masterly  as  they  often  are,  are,  upon  the  whole, 
such  as  might  have  been  used  by  economists  like  Wagner 
or  Cohn,  who  differ  from  them  on  what  they  treat  as  the 
main  question.  There  are  signs  that  the  shrewdest  of 
the  socialists  themselves  are  ceasing  to  stake  their  political 
and  social  plans  on  the  too  vulnerable  theories  of  Robertus 
and  Marx,  and  that  they  would  hardly  dispute  this  part 
of  the  ground  any  longer.  In  any  case,  such  propositions 
as  that  of  Jevons,  that  ^^  labor  once  spent  has  no  influence 
on  the  future  value  of  any  article,"  are  so  far  from  pecul- 
iar to  the  school  that,  as  Wieser  points  out,  they  might 
be  deduced  from  the  reasonings  of  Mill  himself.f  The 
very  idea  of  final  utility  might  perhaps  have  been  sug- 
gested by  the  Ricardian  doctrine  that  Rent  is  determined 
by  the  fertility  of  the  least  fertile  soil  in  profitable  culti- 
vation, and  we  might  speak  of  the  Ricardian  law  of  rent 
as  the  principle  of  final  fertility.  Its  affinity  with  final 
utility  has,  in  fact,  saved  the  doctrine  of  Rent  from  altera- 
tion at  the  hands  of  Jevons  or  the  Austrian  economists. 

In  regard  to  the  doctrine  of  Capital,  Interest,  Profits, 
and  Wages,  Bohm-Bawerk  has  followed  Menger's  view  of 
Capital  (as  above  mentioned)  rather  than  the  narrower 
view  of  Jevons,  who  confines  it  exclusively  to  means  of 
maintaining  laborers.  The  relation  of  Labor,  Wages,  and 
Profits  to  Value  is  treated  incidentally  in  the  book  on 
Theoriei  of  Interest.      In  the  second  paper  on  Value, 

•  "  ThMry  of  SabjeetiTe  Value/*  JahrbiU^er,  ziii.,  N.  F.,  p.  77,  seq.    See, 
for  Dietael'i  leTiew,  JtMwcher^  id,  pp.  161, 162. 

tWieMT,  pp.  113,  114;  MUl,  Book  II.  ohap.zri.  §5.    QT.  what  is  said  of 
Yoo  Thibien's  doctrine  of  Bent  by  Bdhm-Bawerk,  Jahrfnicher,  ziii.  p.  505. 
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we  are  expressly  told  *  that,  in  the  analysis  there  given, 
abstraction  has  been  made  of  labor,  tools,  and  industrial 
processes.  The  case,  in  fact,  has  been  presented  ab- 
stractly or  under  simplified  conditions;  and,  if  we  are  to 
see  the  whole  truth  about  Objective  Value  in  Exchange, 
we  must  recur  to  the  views  expressed  by  the  author  in 
the  larger  work,t  where  we  are  told  that  the  amount  and 
duration  of  the  capital  advanced  (as  distinguished  from 
the  labor  bestowed)  in  production  prevent  value  from 
any  exact  coincidence  with  cost  in  any  case  whatsoever. 
Ricardo's  qualifications  of  his  *' labor  theory  "  are  described 
as  of  undoubted  truth  and  importance.  Ricardo  rightly 
saw  that  the  proportions  in  which  fixed  and  circulating 
capital  enter  into  cost  will  seriously  affect  value  in  ex- 
change. Now,  it  would  sti'engthen  the  position  of  Pro- 
fessor Bohm-Bawerk  and  his  colleagues  very  considerably 
if  he  could  explain,  not  critically,  but  positively,  the  pre- 
cise effect  of  these  and  other  modifications  on  his  own 
theory  of  value  in  exchange.  We  should  like  to  know, 
for  example,  what  the  value  of  labor  is,  when  cousidered 
as  a  question  of  the  objective  value  of  services,  which  our 
author  expressly  allows  to  be  "  goods,"  f  and  therefore  to 
be  constituents  in  a  complementary  group  of  means  of 
production.  Does  cost  in  wages  play  the  same  secondary 
part  in  objective  value  in  exchange  as  cost  in  material 
goods?  Would  he  subscribe  to  the  doctrine  of  Jevons 
and  Walker, —  that  wages  are  a  residuum  remaining  after 
deduction  of  certain  fixed  elements,  and  depending  essen- 
tially, therefore,  on  the  amount  of  the  produce  ?  Would 
he  regard  profits  as  a  fixed  element  at  all,  or  (when  dis- 
tinguished from  interest  and  "wages  of  superintend- 
ence") as  entering  into  cost  at  all? 

*JitiAr6ucAer,  ziii.  p.  538,  n.    Cy.  abore,  p.  68. 
t  KapUal  und  Kapitalzins^  i.  pp.  401-407. 

I  RedUe  und  Verhdhmsse  vom  StandpunkU  der  volkswirthgchtufUichen  Outer- 
lehre,    8to.    pp.158.    Innsbriiok,  1881.    See  pp.  31,  57,  61. 
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The  only  writer  of  the  school  who  has  gone  at  any 
length  into  the  above  difficulties  is  Professor  Emil  Sax, 
of  Prague,  whose  book  on  the  economics  of  the  State  * 
includes  an  account  of  general  economic  principles.  His 
views,  in  the  main,  are  those  of  Bohm-Bawerk ;  but  he  will 
not  allow  that  *^ services"  are  goods,  or  that  labor  is  a 
service.  When  we  say  that  *^  wages  "  are  paid,  we  mean 
(according  to  Sax)  simply  that  the  capitalist  purchases 
the  workman's  part  of  the  product  while  the  product  is 
still  a-making.f  Labor  is  not  a  commodity;  neither  are 
wages  ^  a  recompense  for  the  services  of  the  workman." 
They  are  **  the  price  of  the  workman's  share  of  the  com- 
modity produced ;  it  is  his  own  product  that  constitutes 
his  wages."  Contract-wages  depend  on  a  calculation 
(made  in  advance)  of  the  probable  price  of  the  product. 
**  Cost  of  production "  means  the  value  of  the  total  of 
capitalized  goods  expended  in  the  production,  as  com- 
pared with  the  value  of  the  product  itself  when  finished. 
Without  value  (objective  market  value  in  exchange) 
there  would  be  no  trustworthy  means  of  comparing  pres- 
ent sacrifice  and  future  return,  or  (if  you  like)  past  sac- 
rifice and  present  return.^  The  employer,  therefore, 
thinks  entirely  of  the  market  price  which  he  is  likely 
to  get  for  his  finished  article.  The  subjective  value  to 
himself  of  the  said  article  does  not  come  into  the  cal- 
culation; and  hence  it  is  that,  roughly  speaking,  like 
work  has  like  wages.  It  is  otherwise  with  "  services,"  — 
e^^  of  professional  men, —  where  the  subjective  value  to 
the  person  served  is  almost  the  ruling  element  in  the 
price,  and  the  payments  are  therefore  very  vaiious.§ 
There,  too,  the  payments  are  made  by  the  served  to  the 

•Onmdiegtmg  der  theoretMten  Staatswirthtdtqf^  Yieima,  1887,  which 
■hoold  he  read  in  oonjnnotion  with  the  anthor'i  Wuen  und  Aitfgaben  der  Na* 
tUmdShmomik^  1884.  For  the  general  drift,  aee  iiitarUriy  Journal  qfEcommicg, 
Jnly,  1887,  p.  504. 

^ SiaaUwinMmM/t,  p.  230,  note;  </.  242,  247,  322,  333. 

I  Ibid^  pp.  328,  330.  i  Ibid.,  242. 
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server,  in  goods  made  by  the  labor  of  the  served  or  of  his 
workmen ;  but,  in  hired  labor  for  wages,  the  worker  really 
receives  not  another's,  but  his  own  product,  in  the  garb  of 
its  price.* 

The  relation  of  employer  and  employed  is  due  to  the 
institution  of  property,  enabling  me  as  it  does  to  turn 
even  the  objects  of  immediate  consumption,  such  as  food, 
into  means  of  procuring  new  goods :  it  embraces,  in  this 
way,  "  Acquisition  "  by  means  of  the  production  of  others, 
in  addition  to  "  Production  "  of  my  own.  There  are  per- 
sons, for  example,  who  want  the  food,  but  have  no  goods 
at  the  moment  to  give  for  it  in  exchange.  Accordingly,  I 
give  them  the  food  on  condition  that  at  some  future  time 
they  shall  make  and  hand  over  to  me  other  goods  for  the 
satisfaction  of  my  future  wants.  Self-interest  demands 
that  the  amount  of  the  required  future  equivalent  shall 
be  at  least  great  enough  to  balance  the  comparatively 
greater  (subjective)  value  of  the  food,  as  a  present,  in 
contrast  with  a  future,  means  of  satisfaction.  Capital, 
therefore,  besides  becoming  the  means  of  production,  may 
without  losing  its  nature  be  devoted  to  the  present  satis- 
faction of  present  wants;  that  is,  the  present  wants  of 
others,  who  will  then  produce  for  my  future  benefit. 
"  Means  of  production  "  should,  strictly  speaking,  apply 
only  to  the  capital  laid  out  otherwise  than  in  wages ;  but 
the  extension  of  the  phrase  to  the  latter  case  is  justifiable, 
for,  if  I  get  two  sacks  of  com  a  year  for  every  one  sack 
that  I  have  given  in  wages,  it  is  just  as  if  I  had  myself 
used  one  for  seed  and  reaped  two  at  the  harvest.  As  a 
rule,  the  workmen  having  little  or  no  property  are  obliged 
to  purchase  the  means  of  living  by  selling  me  in  advance 
their  share  of  the  product.  Their  dependent  situation  is 
due,  like  payment  of  interest  on  capital,  to  the  existence 
of  private  property .f 

Professor  Sax  does  not  enter  into  the  further  details  of 

•  StaaUwirthschqft,  246,  247,  note ;  </.  242.  t  JOdd.,  pp.  322,  823. 
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distribution.  He  refers  (in  the  manner  of  ordinary  econ- 
omists) to  the  competition  of  workmen  with  each  other 
and  to  their  standard  of  living  as  affecting  the  amount  of 
their  share  in  the  product,  and  (in  the  manner  of  the 
socialism  which  he  disclaims)  to  ^*  the  necessary  labor  "  as 
an  item  in  the  calculations  about  any  production.*  But, 
like  his  leader  Menger,  he  bids  us  look  for  further  light  to 
the  forthcoming  work  of  Bohm-Bawerk.  The  Innsbruck 
Professor  is  therefore  at  the  present  moment  the  foremost 
champion  of  the  Austrian  School  of  economics.  To  pro- 
cure a  favorable  hearing,  the  school  must  apply  its  prin- 
ciples without  reserve  to  the  problems  of  distribution  as 
they  meet  us  in  modem  countries.  This  is  one  of  the 
services  for  which  we  look  to  the  long  promised  second 
volume  on  Theimen  of  ItUerest 

James  Bonab. 

•  8taaUwirth$ckqft^  pp.  334,  336. 
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SOME  PRECEDENTS  FOLLOWED  BY  ALEXAN- 
DER HAMILTON. 

The  system  of  finance  established  under  Alexander 
Hamilton's  administration  of  the  Treasury  of  the  United 
States  has  been  represented  as  a  slavish  imitation  of  the 
English  system  or  as  an  astonishing  piece  of  orig^al  in- 
vention, according  to  the  political  leanings  of  the  critic. 
In  the  following  pages,  the  present  writer  proposes  to 
consider  the  apparent  origin  of  some  parts  of  Hamilton's 
work,  and  incidentally  to  observe  the  light  which  is  thus 
thrown  upon  these  conflicting  allegations  of  imitation  and 
originality. 

It  is  worth  while  to  remark  at  the  start  that,  under  the 
early  practice  of  our  government,  the  Secretary  of  the 
Treasury  occupied  a  position  more  nearly  like  that  of  an 
English  Chancellor  of  the  Exchequer  than  the  present 
spirit  of  Congress  would  allow.  The  arrangements  for 
securing  his  responsibility*  were  defective;  but  the  re- 
sponsibility itself,  not  only  for  administration,  but  for 
guidiag  the  course  of  legislation,  was  recognized.  The 
early  communications  of  the  Secretary  to  Congress  often 
presented  something  like  a  budget,  with  a  statement  of 
the  measures  necessary  for  its  working,  and  any  new 
proposition  became  a  government  measure.  The  method 
began  almost  from  the  first  to  show  its  incompatibility 
with  the  thorough  separation  of  legislative  and  executive 

*  Madison  stated  the  nature  of  the  responsibility  as  foUows :  **  There  wiU 
l^a  r^poiuibilily  in  point  of  reputation,  at  least  a  responsibility  to  the  public 
ppinioD  with  reepect  to  his  abilities ;  and  supposing  there  is  no  personal  respon- 
sibility^ yet  vfe  know  that  men  of  talents  and  ability  take  as  much  care  for  the 
pfeoorratioii  of  their  reputation  as  any  other  species  of  property  of  which  they 
&re  posaeaai^d/'    AnnaU  qf  Congress,  June  25, 1789. 
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functions  aimed  at  in  many  of  our  arrangements;  but, 
nevertheless,  it  made  the  financial  system  with  which  the 
goyemment  set  out  substantially  Hamilton's  system,  as 
Congress  expected  and  intended. 

The  purpose  of  Congress  to  throw  upon  the  Secretary 
the  burden  of  shaping  the  financial  course  of  the  govern- 
ment appears  in  the  first  steps  taken  on  the  subject  of 
public  credit.  The  act  establishing  the  Treasury  Depart- 
ment became  a  law  on  the  2d  of  September,  1789 ;  and 
the  nomination  of  Hamilton  as  Secretary  went  to  the 
Senate  on  the  11th.*  The  demand  for  action  "  for  the 
revival  of  public  credit  and  the  advancement  of  the  na- 
tional honor  "  had  already  been  brought  before  the  House 
by  the  petition  of  public  creditors  living  in  Pennsyl- 
vania ;  t  and  their  petition,  on  the  day  when  the  Treasury 
bill  became  a  law,  was  leferred  to  a  committee,  consisting 
of  Madison,  Vining,  and  Boudinot.  This  committee  con- 
tented itself  with  recommending  a  mere  declaratory  reso- 
lution that  provision  for  the  national  creditors  was  neces- 
sary, and  that  the  subject  should  be  considered  at  the 
next  session.  When  this  report  came  before  the  House, 
however,  on  the  21st  of  September,  a  resolution  was  added 
and  adopted,  directing  the  Secretary  of  the  Treasury  to 
prepare  a  plan  and  report  it  to  the  House  ^^  at  its  next 
meeting."  That  this  addition  was  made  as  the  result  of 
some  consultation  and  settled  policy  is  made  probable  by 
the  adoption  at  the  same  time  of  a  new  resolution,  direct- 
ing the  Secretary  to  apply  to  the  executives  of  the  several 
States  for  statements  of  their  public  debts  and  the  amount 
of  securities  of  the  United  States  held  by  them,  and  to 

*  As  auiy  as  Maj  27,  MadiMQ  thonght  that,  when  ihe  department  shoold 
be  established,  the  Secretary  would  be  Jay  or  Hamilton,  and  that  **the  latter 
is,  perhaps,  best  qualified  for  that  species  of  business  ^' ;  and  June  30  he  wrote 
that  ^  Hamilton  is  most  talked  of/'    LeUer$  and  WriUngs  qf  Madimm,  i.  472, 484. 

t  See  AxmU  qf  Ccngreu^  Aufirust  28,  1789.  The  majority  of  these  peti- 
lioiists  joined  the  next  year  in  a  remonstrance  against  the  funding  act. 
Amtrieam  State  Papen^  Financet  i.  76. 
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report  the  information  to  the  Honse  at  the  next  session, 
plainly  contemplating  the  possible  assumption  of  State 
debts  as  a  part  of  the  plan  of  finance  to  be  prepared. 
Without  entering  upon  this  vexed  subject,  however,  it  is 
enough  now  to  point  out  the  specific  demand  thus  made 
upon  Hamilton  for  a  comprehensive  scheme,  just  ten  days 
after  his  appointment  as  Secretary.  This  was  the  contem- 
poraneous interpretation  of  the  clause  in  the  Treasury  act, 
which  declares  it  to  be  "  the  duty  of  the  Secretary  of  the 
Treasury  to  digest  and  prepare  plans  for  the  improvement 
and  management  of  the  revenue  and  for  the  support  of  the 
public  credit." 

When  Hamilton,  in  accordance  with  this  resolution, 
took  up  the  problem  of  creating  public  credit,  with  all 
that  such  creation  implied,  he  was  barely  thirty-two  years 
old.  He  cannot  be  said  to  have  had  any  special  training 
for  finance.  He  had  been  a  reader  on  economic  and  finan- 
cial subjects,  had  been  an  interested  observer  of  finan- 
cial measures,  had  taken  some  share  in  financial  discussion, 
and  had  undergone  the  rapid  educational  process  to  which 
practical  politics  always  subject  the  statesman.  In  his 
case,  with  his  marked  natural  capacity  and  his  good  equip- 
ment of  learning,  this  process  had  no  doubt  carried  him 
far ;  but  his  experience  had  never  reached  the  actual  man- 
agement of  affairs  on  a  large  scale,  as  scales  were  meas- 
ured in  those  days,  nor  the  shaping  of  important  financial 
legislation.  He  took  up  his  problem,  then,  as  a  public 
man  often  must,  relying  upon  his  general  training,  ob- 
servation, and  judgment  to  lead  him  to  a  safe  conclu- 
sion. It  appears  certain  that  he  relied  upon  no  adviser 
better  versed  than  himself  in  practical  affairs.  He  appears 
to  have  made  a  few  inquiries  of  a  general  kind,  not  sug- 
gestive of  his  own  purposes ;  *  but  there  is  a  strong  prob- 
ability that  his  own  mind  was  made  up  early  as  to  some 

*For  example,  see  his  letter  to  Madison,  October  12, 1789,  in  Hamilton*s 
Itfe  qf  Alexander  HamUton,  iy.  60. 


Digitized  by 


Google 


SOME  PBECEDENT8  FOLLOWED  BY  HAMILTON      85 

leading  features  of  his  scheme,  and  that  the  friends  finally 
taken  into  his  confidence  were  not  invited  to  share  the 
responsibility  of  devising  and  deciding.* 

It  is  a  strong  proof  of  the  sobriety  of  Hamilton's  judg- 
ment that,  in  determining  his  course  under  these  circum- 
stances, he  sought  for  the  most  part  to  adapt  to  his  pur- 
pose methods  and  agencies  which  had  been  tested  by 
experience ;  for  that  is  the  great  characteristic  of  his  Re- 
ports on  Public  Credit  and  on  a  National  Bank.  There 
is  little  of  the  effort  to  invent  or  to  work  out  theo- 
ries leading  to  some  novel  expedient,  by  which  an  ambi- 
tious man  so  often  seeks  to  exhibit  his  originality  of  de- 
vice and  improve  his  chance  for  fame.  On  the  contrary, 
Hamilton  seldom  shows  a  disposition  to  go  beyond  the 
range  of  already  tried  expedients,  except  when  required 
to  do  80  by  the  conditions  of  his  task.  His  fondness  for 
disquisition  perhaps,  in  a  measure,  justifies  Mr.  Adams's 
reference  to  his  published  documents  as  ^'essays  which, 
under  the  name  of  reports,  instilled  much  sound  knowl- 
edge, besides  some  that  was  not  so  sound,  into  the  minds 
of  legislature  and  people."  f  He  had  moreover  great 
fertUity  in  ingenious  intricacies  and  fondness  for  t^em, 
as  was  shown  in  several  of  his  later  and  subordinate  finan- 
cial propositions.  But,  in  laying  down  his  general  plan 
for  a  financial  system,  he  appears  to  have  held  his  natural 
tendency  in  check  for  the  most  part,  and  to  have  acted 
with  a  consciousness  that  the  matter  in  hand  was  too 
grave  and  its  relations  too  comprehensive  to  allow  him 
to  travel  freely  beyond  the  line  of  tried  and  known  ex- 
pedients. 

*It  is  to  be  notioed  that  Woloott,  althoofirh  in  the  Treara^,  writes  to  his 
Either  NoTember  3,  1789,  **  What  arransremeittB  are  in  oontempladon  with 
respect  to  the  pnblio  debt,  I  hare  not  been  able  to  learn  " ;  and  as  late  as 
Jannarj  10, 1790,  when  Hamilton's  plan  was  waiting:  to  be  presented  to' the 
Hoose,  Wi^oott  seems  not  to  hare  been  well  informed  as  to  the  rate  of  ioteiest 
to  be  proposed.    Gibbs,  AdministrationM  <f  WathinffUm  and  AdamSf  i.  23,  30. 

t  Henry  Adams,  Life  qf  Albert  GaOatin^  268. 
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And  this  explains  his  steady  reliance  upon  the  results 
of  English  experience.  At  that  day,  the  statesman  who 
looked  for  example  to  guide  him  in  finance  could  hardly 
find  it  anywhere  except  in  English  or  Dutch  methods, 
France,  after  a  long  course  of  folly,  had  declared  her  bank- 
ruptcy in  the  year  in  which  Hamilton's  administration 
began.  Spain  could  give  no  lessons  except  in  the  squan- 
dering of  great  opportunities  and  resources.  Russia  and 
Austria  were  both  struggling  with  inconvertible  paper  and 
financial  discredit  and  distress.  The  smaller  states  of 
Germany  and  Italy  neither  had  important  results  to  show 
nor  were  much  known.  And,  of  the  two  most  familiar  and 
most  instructive  cases,  there  can  be  no  doubt  that  the 
experience  of  Holland  was  in  most  respects  less  likely  to 
be  applicable  to  the  conditions  of  the  United  States  than 
that  of  England.  Unless  then  the  financial  organizer  were 
resolved  to  disregard  the  lessons  to  be  learned  from  for- 
eign finance,  he  must  of  necessity  draw  those  lessons 
chiefly  from  English  practice.  What  Hamilton's  favorite 
study  would  have  been  if  France  had  been  financially  as 
fortunate  as  England,  we  need  not  inquire.  France  had 
not  been  thus  fortunate,  and  even  an  Anglophobist  could 
have  looked  in  but  one  direction  under  the  circumstances. 

The  features  of  Hamilton's  scheme  which  we  may  advan- 
tageously compare  therefore  with  the  English  precedents 
are  his  scheme  for  funding  the  debt  in  order  to  determine 
and  moderate  its  immediate  burden,  his  plan  for  a  sinking 
fund,  and  the  charter  of  the  first  Bank  of  the  United 
States.  These  measures  stand  together,  as  those  by  which 
the  public  obligations  were  to  be  defined  and  met,  and 
national  and  private  interests  were  to  be  united  for  mut- 
ual support.  The  assumption  of  the  State  debts  and 
the  settlement  of  accounts  with  the  several  States  also 
held  an  important  place  in  the  system,  but  the  considera- 
tions involved  were  so  special  that  these  measures  do  not 
fall  within  the  range  of  our  inquiry.    The  system  of  credit 
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also  rested  upon  the  hope  of  a  sufficient  provision  of  reve- 
nue ;  but  this  Hamilton  sought  wherever  he  could  find  it, 
and  under  such  limitations  in  the  choice  of  his  measures 
as  made  their  origin  a  matter  of  little  significance. 

Taking  up  first  in  order  the  plan  for  funding  the  domes- 
tic debt,  proposed  by  Hamilton  in  the  Report  on  PiAblic 
Credit  of  January  9, 1790,  we  have  the  measure  which  was 
declared  to  be  devised  for  the  purpose  of  mystifying  the 
public  and  establishing  a  perpetual  debt  in  imitation  of 
what  was  understood  to  be  the  English  policy.  Premising 
that  the  Secretary  assumed  as  probable  that  the  interest 
of  money  in  the  United  States  ^^  will,  in  five  years,  fall  to 
five  per  cent.,  and  in  twenty  to  four,"  he  proposed  to  fund 
the  heterogeneous  mass  of  securities  and  claims,  which 
made  up  the  domestic  debt,  as  follows :  — 

First. —  That  for  every  hundred  dollars  subscribed,  payable  in  the 
debt  (as  well  interest  as  principal),  the  subscriber  be  entitled,  at  his 
option,  either 

[1]  To  have  two-thirds  funded  at  an  annuity  or  yearly  interest  of 
tax  per  cent.,  redeemable  at  the  pleasure  of  the  government  by  pay- 
ment of  the  principal,  and  to  receive  the  other  third  in  lands  in  the 
Western  Territory,  at  the  rate  of  twenty  cents  per  acre ;  or, 

[2]  To  have  the  whole  sum  funded  at  an  annuity  or  yearly  inter- 
est of  four  per  cent.,  irredeemable  by  any  payment  exceeding  five 
dollars  per  annum,  on  account  both  of  principal  and  interest,  and  to 
receive,  as  a  compensation  for  the  reduction  of  interest,  fifteen  dol- 
lars and  eighty  cents,  payable  in  lands,  as  in  the  preceding  case;  or, 

[3]  To  have  sixty-six  dollars  and  two-thirds  of  a  dollar  funded 
immediately  at  an  annuity  or  yearly  interest  of  six  per  cent.,  irre- 
deemable by  any  payment  exceeding  four  dollars  and  two-thirds  of  a 
dollar  per  annum,  on  account  both  of  principal  and  interest,  and  to 
have,  at  the  end  of  ten  years,  twenty-six  dollars  and  eighty-eight 
cents  funded  at  the  like  interest  and  rate  of  redemption;  or, 

[4]  To  have  an  annuity,  for  the  remainder  of  life,  upon  the  con- 
tingency of  living  to  a  given  age,  not  less  distant  than  ten  years, 
computing  interest  at  four  per  cent.;  or, 

[5]  To  have  an  annuity  for  the  remainder  of  life,  upon  the  contin- 
gency of  the  survivorship  of  the  younger  of  two  persons,  computing 
interest  in  this  case  also  at  four  per  cent. 
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In  addition  to  the  foregoing  loan,  pa3rable  wholly  in  the  debt,  the 
Secretary  would  propose  that  one  should  be  opened  for  ten  millions 
of  dollars  on  the  following  plan : 

[6]  That,  for  every  hundred  dollars  subscribed,  payable  one-half 
in  specie  and  the  other  half  in  debt  (as  well  principal  as  interest),  the 
subscriber  be  entitled  to  an  annuity  or  yearly  interest  of  five  per 
cent.,  irredeemable  by  any  payment  exceeding  six  dollars  per  annum, 
on  account  both  of  principal  and  interest.* 

No  doubt  the  appearance  of  great  complication  is  given 
to  this  scheme  by  the  ingenious  arrangement  for  leaving 
to  the  creditor  his  choice  between  several  methods  of 
funding,  equivalent  in  value,  but  having  different  attrac- 
tions for  the  investor.  With  a  domestic  money  market 
as  yet  untried  and  with  public  credit  still  to  be  created, 
it  may  well  have  appeared  dangerous  to  Hamilton  at  the 
end  of  1789  to  stake  his  success  upon  the  possible  popu- 
larity of  any  single  form  of  investment.  Still  there  can 
be  no  doubt  that  Congress  judged  wisely  in  rejecting  this 
part  of  his  scheme  and  in  adopting  a  method  of  funding 
based  on  his  third  proposition.!  The  bolder  course  of 
proposing  uniform  terms  of  exchange  to  all  the  creditors 
proved  to  be  free  from  the  risk  which  Hamilton  sought 
to  avoid,  the  form  of  securities  adopted  proved  to  be  sat- 
isfactory to  investors,  and  the  number  of  classes  of  new 
securities  to  be  created  was  somewhat  reduced.  The 
proposition  as  given  above  remains  a  striking  instance  of 
Hamilton's  chief  foible  as  a  financier, —  his  fondness  for 
ingenious  and  nicely  calculated  expedients,  sometimes 
admirable  as  mathematical  tours  de  forccj  but  elaborated 
beyond  the  real  needs  of  the  occasion. 

Taking  the  first  three  of  Hamilton's  propositions,  there 
is  little  in  them  to  remind  us  strongly  of  the  English 
precedents,  except  the  use  which  is  made  of  variety  in 
the  terms  of  redemption.  The  English  legislation  had 
already  made  the  three  per  cent,  consols  and  the  reduced 

*  American  State  Papers^  Finance,  i.  20.       t  Senate  Journal,  July  16, 1790. 
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three  per  cents,  redeemable  at  par  upon  a  year's  notice. 
The  four  per  cents,  had  been  made  irredeemable  for  ten 
years,  and  the  fives  for  thirty.  As  a  refinement  upon  this 
yariation  in  time,  Hamilton  fixed  a  limit  to  the  rate  of 
redemption,  guaranteeing  the  creditor  against  payment 
except  by  small  instalments,  instead  of  securing  him 
against  payment  for  a  definite  time.  This  limit  upon 
redemption  Hamilton  used  to  increase  the  weight  of  his 
offers,  as  English  financiers  had  used  the  limit  of  years ; 
and  Congress  adopted  it  for  the  first  and  last  time  in  the 
Funding  Act  of  1790,*  when  they  gave  the  creditor,  (I)  for 
his  principal  two-thirds  in  six  per  cents,  bearing  present 
interest,  and  one-third  in  sixes  not  bearing  interest  until 
1801,  neither  series  being  redeemable  except  by  payments 
limited  to  eight  per  cent,  for  principal  and  interest  in  any 
one  year,  and  (2)  for  his  interest  three  per  cents,  redeem- 
able at  pleasure. 

Whether  Hamilton  adopted  from  any  quarter,  or  indeed 
maintained  at  all,  a  policy  of  permanent  public  debt,  is  a 
question  which  it  is  convenient  to  postpone  for  the  pres- 
ent. So  far  as  the  terms  of  redemption  proposed  by  him 
bear  upon  this  point,  however,  it  may  be  said  here  that  his 
first  proposition  was  for  a  security  perpetual  in  the  sense 
in  which  the  larger  part  of  the  English  funded  debt  was 
perpetual,  having  no  fixed  time  for  maturity,  but  redeem- 
able whenever  the  government  might  find  redemption  con- 
venient,—  temporary  or  perpetual  therefore  according  to 
the  financial  strength  of  the  debtor.  Of  the  securities 
redeemable  at  a  limited  rate,  described  in  his  second  and 
third  propositions,  his  four  per  cents,  had  the  longest  life 
secured  to  them;  and  these,  if  redeemed  by  a  series  of 
annual  payments  of  five  per  cent,  for  principal  and  interest, 
would  last  for  forty-one  years  from  the  beginning  of  the 
series,  calculating  the  interest  at  four  per  cent,  for  the 
whole  period. 

*  Aot  of  Aiqriist  4, 1790,  8taiut€M  at  Large,  i.  138. 
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When  we  come,  however,  to  Hamilton's  fourth  and  fifth 
propositions,  we  have  plainly  an  expedient  drawn  from  the 
life  annuity  system,  which  the  English  government  had 
used  as  a  method  of  borrowing  at  intervals  from  the  time 
of  William  III.  and  which  the  Dutch  government  had 
practised  still  earlier.  Here,  again.  Congress  acted  wisely 
in  avoiding  a  plan  better  adapted  to  the  habits  and  wants 
of  an  old  community  than  to  those  of  a  country  just 
emerging  from  colonial  and  frontier  life;  and  the  proposi- 
tion stands  as  an  additional  proof  of  the  tentative  charac- 
ter of  Hamilton's  early  propositions  and  the  difficulty 
which  he  found  in  fixing  his  judgment  as  to  the  nature 
and  demands  of  the  coming  money  market,  on  which  the 
fiate  of  his  effort  to  establish  public  credit  must  depend. 

The  least  creditable  of  Hamilton's  propositions  is  that 
in  which,  ^^  as  an  auxiliary  expedient,"  he  proposed  a  loan 
on  the  plan  of  a  tontine,  with  the  right  of  survivorship 
among  those  entitled  to  the  annual  payments :  — 

To  consist  of  six  classes,  composed  respectively  of  persons  of  the 
following  ages: 

First  class,  of  those  of  20  years  and  under. 

Second  class,  of  those  above  20,  and  not  exceeding  30. 

Third  class,  of  those  above  30,  and  not  exceeding  40. 

.Fourth  class,  of  those  above  40,  and  not  exceeding  50. 

Fifth  class,  of  those  above  50,  and  not  exceeding  60. 

Sixth  class,  of  those  above  60. 

Each  share  to  be  two  hundred  dollars;  the  number  of  shares  in 
each  class  to  be  indefinite.  Persons  to  be  at  liberty  to  subscribe  on 
their  own  lives,  or  on  those  of  others  nominated  by  them. 

The  annuity  upon  a  share  in  the  first  class,  to  be $8.40 

Upon  a  share  in  the  second, 8.65 

Upon  a  share  in  the  third, 9.00 

Upon  a  share  in  the  fourth,       9.65 

Upon  a  share  in  the  fifth, 10.70 

Upon  a  share  in  the  sixth, 12.80 

The  annuities  of  those  who  die  to  be  equally  divided  among  the 
survivors,  until  four-fifths  shall  be  dead,  when  the  principle  of  sur- 
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YiTonhip  shall  cease,  and  each  annuitant  thenceforth  enjoy  his  divi- 
dend as  a  several  annuity  during  the  life  upon  which  it  shall  depend.* 

No  action  was  taken  by  Congress  upon  this  ill-advised 
scheme;  but  it  is  important  to  observe  that  its  details 
appear  to  have  been  adjusted  upon  the  plan  of  the  English 
tontine  of  1789,  which  had  been  brought  out  by  Mr.  Pitt 
a  few  months  before  the  date  of  Hamilton's  report.f  The 
classification  of  subscribers  is  the  same  in  the  two,  differ- 
ing from  either  of  the  other  English  tontines  and  from  the 
Irish  and  French  as  well.|  In  short,  it  appears  that,  in 
his  uncertainty  as  to  the  kind  of  investments  which  would 
prove  acceptable  in  the  United  States,  Hamilton  here 
grasped  at  the  freshest  expedient  brought  to  him  by  his 
foreign  advices,  committing  himself  to  a  proposition  which 
shows  little  of  the  business-like  calculation  found  in  most 
of  his  recommendations  to  Congress. 

It  was,  no  doubt,  a  common  belief  among  Hamilton's 
opponents  that,  in  shaping  these  propositions,  he  had 
devised  a  scheme  which  threatened  the  country  with  a 
perpetual  debt.  This,  it  was  charged,  was  the  natural 
result  of  a  weak  deference  to  English  precedent  and  of 
political  theories  of  English  origin,  which  looked  to  the 
strengthening  of  the  central  government  by  all  possible 
influences,  whether  pure  or  mercenary.§     That  the  con- 

•8taU  Papers,  Finance,  L  21. 

t  On  June  10, 1789.    See  Parliamentary  History,  xxviii.  161. 

I  The  Ei^rliah  tontme  of  1789  was  under  the  act  of  29  Georgre  III.,  c.  41. 
A  payment  appears  to  hare  been  made  to  one  snrvivor  in  the  fiscal  year  1887-88, 
aeeoHii«  to  Finance  Accounts  (in  Pari.  Doe.,  1888),  p.  42. 

The  annnitiee  proposed  by  Hamilton  were  somewhat  hifirher  for  classes  four, 
fire,  and  six  than  thosein  the  English  scheme.  This  chansre  was  probably  made 
beeanae  the  terms  of  the  English  tontine  were  found  not  to  be  sufficiently 
attnetWe,  so  tiiat  the  subscription  was  not  filled.  See  for  this  and  other 
English  and  Irish  tontines  Report  on  Public  Income  and  Expenditure  (Pari. 
DoOm  1809),  ii.  571 ;  for  the  French  eases,  Leroy-Beaulien,  Science  des  Fi- 
mamets,  ii.  288  [1st  ed.]. 

§  Jefferson,  in  his  letter  to  Washington,  September  9, 1792,  says  that  Ham- 
iUoD  **  widies  it  [the  debt]  never  to  be  paid,  but  always  to  be  a  thing  where- 
with to  eorropt  and  manage  the  legislature.*'    Jefferson's  Works,  iii.  464. 
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centration  of  debt  and  of  revenue  under  federal  author- 
ity would  give  instant  support  to  the  general  policy  of 
Hamilton  and  his  party  there  was  no  pretence  of  deny- 
ing, and  it  was  perhaps  natural  that  the  opposition  should 
believe  that  a  debt  which  was  used  to  strengthen  the  gov- 
ernment at  the  outset  would  be  treated  as  one  of  its  perma- 
nent buttresses.  The  magnitude  of  the  funding  operation 
tended  to  confirm  this  idea.  That  Hamilton's  opponents 
had  no  definite  counter-proposition  *  appears  to  have  been 
due  in  great  measure  to  the  belief  sometimes  expressed, 
and  sometimes  tacitly  operative,  that  the  debt  weighing 
upon  the  general  and  State  governments  together  was  too 
great  to  be  dealt  with.  To  fund  the  debts  of  the  Confed- 
eration at  their  face,  without  any  attempt  at  scaling  them 
down,  and  to  assume  a  great  mass  of  debts  incurred  by 
the  States  for  the  common  defence,  was  to  bind  a  formid- 
able burden  upon  a  government  which  was  then  collecting 
an  independent  revenue  for  the  first  time.f  What  chance 
of  ultimate  redemption  can  there  be,  to  what  eLse  than  a 
permanent  and  probably  increasing  national  debt  can  such 
a  scheme  be  expected  to  lead?  was  the  anxious  inquiry  of 
men  whom  we  have  no  right  to  charge  with  mere  political 
hostility  to  Hamilton  or  with  indifference  to  the  national 

And  twenty-five  yean  later,  writing  the  intiodaction  to  his  "  Anas,"  he  says 
in  a  famous  passage  that  Hamilton's  financial  system  **  had  two  ohjeots :  1st, 
as  a  puzzle,  to  exclude  popular  understanding  and  inquiry ;  2nd,  as  a  machine 
for  the  corruption  of  the  legislature."    JDnd,^  iz.  91. 

*As  an  example  of  the  suggestions  made  by  individuab  may  be  cited 
Maday's  advice,  to  establish  a  revenue  sufficient  **  to  discharge  a  reasonable 
interest,  proportionate  to  the  market  price  of  the  public  debt,  until  the  whole 
is  extinguished  by  the  western  sales."  Debates  in  the  First  SencUe^  p.  269. 
Maolay's  idea  of  **a  reasonable  interest"  appears,  from  p.  171,  to  have  been 
three  per  cent. 

t  Qallatin,  in  his  Sketch  of  the  Finances  (1796),  treats  the  ability  of  the  gov- 
ernment to  carry  this  weight  as  something  stiU  to  be  proved.  The  objectionB 
to  the  assumption  of  State  debts,  he  says,  rest  chiefly  on  the  increase  of  the 
general  debt  and  the  difficulty  of  commanding  all  the  resources  of  the  country. 
**  Qive  the  Union  that  oonmiand,  prove  that  its  ability  of  paying  the  principal 
of  the  debt  is  not  impaired  by  having  assumed  the  State  debts,  and  the  meas- 
ure will  stand  almost  justified."    Writings  of  GalUuin^  iii.  165. 
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honor.  A  few  years  settled  all  such  questions.  The 
changed  relations  of  the  whole  commercial  world  brought 
such  an  increase  of  national  wealth  as  no  man  could  have 
foreseen  in  1790 ;  and,  by  the  irony  of  fate,  it  was  Hamil- 
ton's opponents  who  reaped  the  benefit. 

Hamilton's  answer  to  all  such  apprehensions  and  the 
eftective  justification  of  his  policy  are  to  be  found  in  his 
habitually  sanguine  estimate  of  what  might  be  expected 
from  the  growth  of  the  country.  In  1781,  he  wrote  to 
Morris  that,  if  the  United  States  should  succeed  in  the 
war,  their  population  would  double  in  thirty  years,  and 
they  would  be  out  of  debt  in  twenty.*  In  hLs  Report  on 
Public  Credit^  he  thought  that  no  country  would  be  able 
to  borrow  from  foreigners  upon  better  terms  than  the 
United  States,  "  because  none  can  perhaps  afford  so  good 
security."  f  He  made  his  calculations,  as  we  have  seen,  on 
an  early  fall  in  the  rate  of  interest  to  be  paid  by  the  govern- 
ment. And  he  wished  to  hasten  the  rise  of  the  national 
securities  which  he  foresaw,  in  order  that,  if  they  should 
pass  into  the  hands  of  foreigners,  it  might  be  for  full 
value.|  His  optimism  was,  after  all,  the  truest  wisdom ; 
and  it  explains  and  justifies  the  boldness  with  which  he 
fixed  the  scale  of  his  funding  system.  In  his  view,  the 
debt  which  was  to  be  funded,  so  far  from  being  a  perpet- 
ual burden,  would  fall  easily  within  the  resources  of  the 
rising  nation;  and,  as  it  turned  out,  a  more  confident 
policy  still  might  have  succeeded. 

The  legislation  which  he  advised  or  procured  was 
strictly  consistent  with  this  expectation  of  future  growth. 
Threatening  as  his  propositions  appeared  to  his  opponents, 
few  men  would  now  dispute  the  statement  that  he  under- 
took to  cast  the  debt  in  such  form  as  to  keep  its  redemp- 
tion fairly  within  the  control  of  the  government,  making 
the  securities  redeemable  either  at  pleasure  or  at  such 

*  Worka  (Lodge*!  editUm),  ui.  124. 

1 8taU  Papen,  Finance,  L  20.  |  Ibid.,  25. 
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a  rate  as  might  be  supposed  to  correspond  to  the  ability 
of  a  prosperous  country.  A  quarter  of  a  century  ago,  the 
promise  of  a  sinking  fund  of  one  per  cent,  per  annum 
appeared  to  Congress  and  to  the  public  to  be  sufficient.* 
Less  than  twenty  years  ago,  a  large  part  of  the  national 
debt  was  made  irredeemable  for  thirty  years ;  and  a  period 
even  longer  was  favored  by  men  who  were  under  no  sus- 
picion of  favoring  perpetual  debt.  With  a  scheme  far 
removed  then  from  perpetuity,  as  judged  by  recent  stand- 
ards, Hamilton  undertook  also  to  provide  the  machinery 
for  carrying  on  systematic  redemption  even  before  the  re- 
sources needed  for  the  purpose  could  be  counted  on  with 
certainty.  So  far,  then,  as  the  terms  of  his  legislation  are 
concerned,  or  those  of  the  measures  proposed  by  him,  but 
not  accepted  by  Congress,  the  charges  made  by  his  oppo- 
nents appear  to  be  without  real  foundation. 

It  must  be  admitted,  however,  that  Hamilton,  when 
urging  the  funding  of  the  debt,  sometimes  used  language 
which  might  well  expose  him  to  the  charge  of  desiring  its 
permanence  and  the  suspicion  of  aiming  at  its  establish- 
ment on  something  like  the  English  model  He  saw  plainly 
that  the  revival  of  industry  could  only  be  accomplished  by 
the  aid  of  a  sound  mercantile  credit,  and  that  for  the 
growth  of  this  the  establishment  and  regular  operation  of 
public  credit  were  necessary.  He  saw  the  advantage  which 
must  accrue  to  the  community  when  the  resources  of  indi- 
viduals locked  up  in  claims  upon  the  government  should 
become  mobile,  by  being  converted  into  negotiable  securi- 
ties having  a  recognized  standing  in  the  market.  And  he 
held  the  opinion,  often  expressed  since  Ins  time,  that  under 
some  conditions  a  diffused  domestic  debt  may  be  a  bond 
of  union.  In  urging  his  plans,  then,  he  set  forth  in  strong 
terms  these  advantages  to  be  gained  from  the  funding 
system.  He  sometimes  fell  little  short  of  declaring  a 
funded  debt  to  be  a  real  increase  of  capital,  although  he 

*Thd  operatdon  of  the  ginking-fand  provimon  of  1862  is  of  conne  mvoh 
■lackened  by  the  constmotion  which  calls  for  one  per  cent.,  not  of  the  original 
debt,  but  of  the  balance  remaining  unpaid  at  the  beginning  of  the  fiscal  year. 
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did  in  fact  make  the  distinction  between  an  absolute  in- 
crease of  capital  —  which,  he  says,  a  funded  debt  is  not  — 
and  a  tendency  to  increase  real  wealth  by  increasing 
acti^ty.*  In  his  letter  to  Morris  in  1781,  he  had  declared 
that  "  a  national  debt,  if  it  is  not  excessive,  will  be  to  us 
a  national  blessing.  It  will  be  a  powerful  cement  of  the 
Union."  f  And  in  Ins  Report  on  Public  Credit  he  uses  the 
same  expression.^  On  this  occasion,  however,  an  explana- 
tion follows,  which  shows  us  his  real  thought.  **  Persuaded 
as  the  Secretary  is  that  the  proper  funding  of  the  present 
debt  will  render  it  a  national  blessing,  yet  he  is  so  far 
from  acceding  to  the  position,  in  the  latitude  in  which  it 
is  sometimes  laid  down,  that  public  debts  are  public  bene- 
fits, a  position  inviting  to  prodigality  and  liable  to  danger- 
ous abuse,  that  he  ardentiy  wishes  to  see  it  incorporated, 
as  a  fundamental  maxim,  in  the  system  of  public  credit 
of  the  United  States,  that  the  creation  of  debt  should 
always  be  accompanied  with  the  means  of  extinguish- 
ment." This  declaration,  not  standing  alone,  but  repeated 
on  other  occasions,§  places  his  opinion  as  to  national  debts 
on  consistent  and  easily  defensible  grounds.  How  far  it 
fell  in  with  the  English  practice  of  the  day  can  best  be 
seen  when  we  consider  the  measures  which  Hamilton  took 
to  secure  the  regular  payment  of  the  debt  of  the  United 
States,  as  funded  by  the  act  of  1790. 

*0d  this  tabjeet,  see  hk  Report  en  Mamifacturet^  in  State  Papers^  Finance^ 
L132. 

t  Work*  (Lodire's  edition),  iu.  124. 

I  State  Papers^  Finance^  i.  24.  Jefferson  fastened  npon  this  famous  phrase, 
and  in  his  letter  to  Eppes,  Norember  6, 1813,  remarks  that  at  ^*the  time  we 
were  fnndinir  oar  national  debts  we  heard  much  about  *  a  public  debt  being  a 
pnblie  blenng ' ;  that  the  stock  representing  it  was  a  creation  of  active  capital 
for  the  aliment  of  commerce,  manufactures,  and  agriculture.  This  paradox 
was  weU  adapted  to  the  minds  of  belieTeiB  in  dreams,  and  the  gulls  of  that 
sort  entered  bona  fide  into  it.'*    Jefferson's  TTorib,  tL  239. 

§  See  especially  his  Beport  on  PMic  Credit  of  January,  1795,  State  Papers, 
Finance,  L  331, 832. 
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Coming,  then,  to  the  second  of  Hamilton's  leading  meas- 
ures, the  establishment  of  a  sinking  fund  for  the  national 
debt,  we  find  an  expedient  unmistakably  adopted  from  the 
English  legislation, —  so  clearly  derived  from  that  source, 
in  fact,  that  it  would  not  call  for  discussion  here  if  the 
meaning  of  the  English  precedent  had  not  sometimes  been 
lost  sight  of,  and  the  key  to  Hamilton's  action  therefore 
lost.  Without  doubt,  Hamilton  in  this  matter  followed 
Mr.  Pitt.*  What,  then,  was  the  scheme  of  Pitt?  This 
question  is  not  to  be  answered  by  referring  to  the  English 
sinking  fund,  such  as  it  became  under  later  legislation 
in  the  years  from  which  most  of  the  current  impressions 
about  it  date.  We  must  go  back  to  Mr.  Pitt's  sinking 
fund  act  of  1786,  that  being  the  legislation  actually  before 
Hamilton  when  he  adopted  his  policy,  and  not  yet  modi- 
fied even  by  Pitt's  act  of  1792,  when  the  act  of  Congress 
of  that  year  gave  to  our  system  its  more  formal  organi- 
zation. 

Having  a  sufficient  surplus  of  revenue  in  1786,  and,  as 
was  then  believed,  the  prospect  of  a  long  peace,  Mr.  Pitt 
carried  through  Parliament  an  act  f  appropriating  j£  250,000 
quarterly  to  be  expended  in  the  purchase  of  government 
securities,  and  providing  that  the  interest  on  securities  pur- 
chased should  also  be  so  expended,  all  under  the  direction 
of  a  board  of  commissioners  of  high  rank,  the  accumula- 
tion to  continue  until  such  time  as  the  commissioners 
should  hold  securities  yielding  a  clear  income  of  four  mill- 
ions, beyond  which  point,  distant  by  calculation  about 
twenty-eight  years,  the  interest  on  further  purchases 
should  be  stopped,  and  its  amount  made  available  for 

*A  committee,  consisting:  of  Hamilton,  Madison,  and  Fitzsimons,  re- 
ported to  Congress  a  resolution,  December  16,  1782,  declaring  that  any  excess 
of  funds  grranted  by  the  States  for  the  support  of  the  debt  should  be  inviolably 
appropriated  as  a  sinking:  fund  for  the  payment  of  the  principal.  Journal 
qf  Congress^  Tiii.  38.  Whether  Hamilton  was  the  author  of  the  resolution  or 
not,  it  does  not  conflict  with  the  aboye  statement  of  his  indebtedness  to  Pitt. 

t26Georg:ein.,c.  31. 
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the  relief  of  tax-payers.  This  sinking  fund  of  one  mill- 
ion per  annum,  it  is  to  be  observed,  was  by  the  terms  of 
the  act  applicable  to  **  the  present  public  debt,"  of  which 
the  estimated  capital  was  a  little  oyer  £238,000,000. 
After  all,  however,  Mr.  Pitt  looked  to  excess  of  income 
over  expenditure  as  the  means  of  payment ;  and  the  daz- 
zling results  of  compound  interest,  often  drawn  from  Dr. 
Price's  popular  calculations,*  were  only  significant  of  the 
rate  at  which  a  given  surplus  might  be  made  to  act, 
and  not  indicative  of  any  new  power  of  extinguishment. 
Forced  in  1792  to  meet  the  possibility  of  extraordinary 
expenditures  which  might  require  fresh  loans,  Mr.  Pitt 
carried  through  an  additional  act,t  providing  that  every 
future  loan  should  be  accompanied  by  fresh  taxation  suffi- 
cient to  meet  its  interest  and  to  provide  a  sinking  fund 
of  one  per  cent,  per  annum  for  its  capital,  so  that  it  might 
be  extinguished  in  thirty  or  forty  years,|  according  to  the 
rate  at  which  purchases  could  be  made  for  that  purpose. 
The  act  of  1792,  however,  merely  carried  out  the  plain 
intent  of  the  act  of  1786,  that  every  funded  debt  should 
have  the  means  provided  for  the  steady  extinguishment 
of  its  principal.  The  machinery  of  the  acts,  the  estab- 
lishment of  a  board  of  commissioners  to  apply  the  income 
of  the  fund  for  this  purpose  and  to  invest  the  interest 

*Dr.  Price's  Appeal  to  ike  Publie  on  the  Subiject  af  the  Natianal  Debt  was 
pnUklMd  in  1772,  and  had  been  followed  by  other  iMunphlets  on  the  same 
•abject  befose  1786,  when  Mr.  Pitt  accepted  his  authority.  Dr.  Price  wat  f aror- 
ablj  known  in  the  United  Statee ;  for  in  1778  Congresi  invited  him  to  come 
to  this  coontry  and  take  oharge  of  the  finanoea.  Diplomatic  Correspondence  qf 
the  Bevohaion^  iiL  64.  And,  as  by  the  edition  of  his  Obeervationt  on  Bevertionary 
Faymetde  in  1783  he  had  thrown  new  light  on  the  subject  of  life  annuities,  it 
is  a  little  singular  that  Hamilton  passes  him  by  in  silence,  usinsr  the  old  tables 
of  Halley  for  his  calculations  on  annuities.  Amenean  State  Papers^  Finance^ 
LSt. 

1 82  George  III.,  c.  55.  For  a  reriew  of  Mr.  Pitt's  legislation  on  this  sub- 
ject, see  Mr.  Huskisson's  q>eeoh  of  March  25,  1813,  Hansard's  Parliamentary 
Debatee,  zzr.  287. 

I  Ricaido  says  **nnder  the  most  unfarorable  droumstances  in  for^y-fire 
yean."    Works,  524. 
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earned  upon  its  accumulations,  was  a  device  for  holding 
Parliament  to  the  policy  which  it  had  undertaken ;  and 
the  high  rank  of  the  commissioners  was  relied  upon  as  a 
protection  against  legislative  tampering.  Under  all  the 
legislation  down  to  1802,*  Mr.  Pitt's  sinking-fund  sys- 
tem, stripped  of  its  formalities,  was  as  nearly  as  possible 
that  which  States  and  corporations  not  infrequently  adopt 
in  our  own  day.  It  was  not  illusory  in  its  financial  pro- 
visions, nor  even  in  its  dependence  on  the  chances  of 
war  or  peace.  It  did  rest,  however,  upon  a  complete  illu- 
sion as  to  the  possibility  of  holding  Parliament  permar 
nently  to  the  system, —  as  to  the  possibility,  that  is,  of 
binding  the  debtor  by  a  compact  made  with  himself.f 

This  political  defect  of  Mr.  Pitt's  measure  was  not  dis- 
closed, however,  during  Hamilton's  administration.  Espe- 
cially in  the  years  1789-1792,  the  English  exchequer  was 
working  on  a  peace  footing,  and  the  sinking  fund  was 
therefore  the  last  new  thing  in  finance  and  full  of  prom- 
ise, when  Hamilton  organized  his  financial  system,  and 
adopted,  as  a  fundamental  maxim,  *^  that  the  creation  of 
debt  should  always  be  accompanied  with  the  means  of 
extinguishment."    The  application  of  this  maxim  made 

•42  George  m.,  0.71. 

t  In  Rioaido^s  hard-headed  Euay  on  the  Funding  SysUm^  he  declares  that 
**  it  will  not . . .  admit  of  a  donht  that,  if  Mr.  Pitt's  sinking  fnnd^  as  estab- 
lished in  1792,  had  been  always  fairly  acted  upon, —  if,  for  eyery  loan,  in  addi- 
tion to  the  war-taxes,  the  interest  and  a  one  per  cent,  sinking  fnnd  had  been 
inyariably  supplied  by  annnal  taxes, —  we  should  haTe  made  rapid  progress  in 
the  extinction  of  debt.*'  Works,  531.  But  ''Mr.  Pitt  flattered  himself  most 
strangely.  .  .  •  With  the  knowledge  of  Parliament  which  he  had,  it  is  surpris- 
ing tiiat  he  should  haye  relied  so  firmly  on  the  resistance  which  the  House  of 
Commons  would  offer  to  any  plan  of  mimsters  for  violating  the  rinking  fund." 
Ibid.,  543.  In  its  actual  operation  under  later  legislation,  Ricardo  thought  the 
sinking  fund  had  increased  debt  rather  than  dimimshed  it,  and  so  concludes 
*'  that  no  securities  can  be  given  by  ministers  that  the  sinking  fund  shaU  be 
faithfully  deToted  to  the  payment  of  debt,  and  without  such  securitiee  we 
should  be  much  better  without  such  a  fund."    Ibid.,  545. 

For  Lord  Stanhope's  attempt  to  make  the  mnking  fund  a  part  of  a  fresh 
contract  with  the  fund-holders,  see  the  debate  in  the  House  of  Lords,  May  22, 
1786.    Hansard,  xxvi.  17. 
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it  essential  that  with  the  fanding  of  the  debt  should  be 
joined  some  plan  for  finally  sinking  the  principal.  In  his 
Report  on  Public  Credit^  then,  Hamilton  proposed  the 
establishment  of  a  Board  of  Commissioners,  composed, 
like  Pittas,  of  high  officers  of  state,*  in  whom  should  be 
vested  the  control  of  a  fund,  to  be  applied  to  the  purchase 
or  payment  of  debt,  and  to  continue  so  vested  until  the 
whole  of  the  debt  should  be  discharged ;  and  he  also  pro- 
posed the  contraction  of  a  new  loan  by  the  commissioners, 
its  proceeds  to  be  applicable  chiefly  to  the  payment  of 
matured  foreign  debt  and  to  the  purchase  of  public  secu- 
rities below  par,  it  being,  in  his  opiMon,  an  important 
object  both  to  raise  the  value  of  the  public  stock  in  the 
market  and  to  secure  for  the  government  the  profits  of 
such  a  reinvestment.  Waiving  the  proposition  for  a  new 
loan  and  its  application,  it  is  clear  that  Hamilton  had  in 
mind  the  establishment  of  an  organized  sinking  fund. 
The  embarrassment  was  in  finding  the  means  for  feeding 
it,  in  the  untried  resources  of  the  new  government.  He 
proposed  to  devote  for  this  purpose  the  net  produce  of 
the  pos^offiee,  to  an  amount  not  exceeding  one  million 
dollars,  to  be  used  in  purchases,  and  so  to  serve  as  a  nucleus 
for  a  growing  fund.  Congress,  however,  besides  a  general 
appropriation  of  the  proceeds  of  Western  lands  for  sink- 
ing the  existing  debts  of  the  United  States,!  preferred  t«) 
use  for  this  purpose  the  surplus  of  revenue  which  might 
remain  at  the  end  of  the  year  1790,  owing  its  existence 
to  the  funding  of  interest  on  the  domestic  debt  of  the 

*Fitt*8  eomnuMioDen,  under  the  aet  of  1786,  were  the  Speaker  of  the 
Hoaie  of  Commione,  the  Chanoellor  of  the  Exoheqner,  the  Maeter  of  the  Rolls, 
Ae  AeoouDtaot-General  of  the  Court  of  Chanoery,  the  Goremor  and  the 
Deputy  Gorenor  of  Ae  Bank  of  England.  Hamilton  proposed  as  oommis- 
■onefs  the  President  of  the  Senate,  the  Speaker  of  the  House  of  Representa- 
tires,  As  Chief  Jnstiee,  the  Secretarj  of  the  Treasury,  and  the  Attomey- 
QensraL  Coi«ress,  by  the  aet  of  August  12, 1790,  $2,  added  the  Secretary  of 
Stats,  and  struck  out  the  Speaker  of  the  House.    StatuLu  at  Large/u  im. 

t  Aet  of  August  4, 1790,  §  22,  Statutm  at  Large,  i.  141. 
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United  States  to  that  date.*  This  appropriation  was  not 
perfected  by  any  provision  for  the  investment  of  the  inte]^ 
est  accniing  on  stock  purchased  by  the  commissioners,  so 
that  the  act  of  1790  for  the  reduction  of  the  public  debt 
went  no  farther  than  the  mere  establishment  of  a  commis- 
sion, not  provided  with  any  permanent  resource  what- 
ever.! Hence  the  necessity  for  the  recommendations 
made  by  Hamilton  in  his  report  of  January  28,  1792, 
when,  evidently  in  pursuance  of  his  original  conception,  he 
advised  that  the  interest  on  so  much  debt  as  might  at  any 
time  have  been  purchased  or  paid  by  the  commissioners 
should  itself  be  aj^propriated  for  further  payments  or  pur- 
chases. *^  It  will  deserve  the  consideration  of  the  legis- 
lature," he  added,  "whether  this  fund  ought  not  to  be 
so  vested  as  to  acquire  the  nature  and  quality  of  a  pro- 
prietary trust,  incapable  of  being  diverted  without  a  vio- 
lation of  the  principles  and  sanctions  of  property."  J  The 
act  which  carried  out  this  recommendation  as  to  the 
investment  of  interest  accruing  on  previous  purchases,§ 
although  it  does  not  use  the  term  "  sinking  fund,"  in  fact 
created  such  a  fund  for  the  then  existing  debt  of  the 
United  States,  on  precisely  the  model  of  Pitt's  sinking 
fund  of  1786 ;  ||  and  it  must  be  added  that,  although  the 
act  of  1795  and  Gallatin's  act  of  1802  differed  from  this 
model  in  form,  they  both  in  fact  depended  for  their  effi- 
cacy upon  the  same  essential  principle, — the  compounding 
of  interest  by  the  investment  of  interest  accruing  on  pur^ 
chases  already  made. 

*  Thk  BorpliiB  is  reported,  February  1, 1793,  to  hsye  amounted  to  81,874,656. 
State  Paperi,  Finance,  i.  219. 

tSee  aet  of  August  12, 1790,  Statutee  at  Large,  i.  186. 

I  State  Papen,  Finance,  i.  148. 

§  Act  of  May  8, 1792,  $§  6,  7,  Statvtee  at  Large,  i.  282. 

ilThe  term  *^8inkiiig  fund'*  does  not  i^pear  in  the  legrislation  until  the 
aot  of  March  3, 1796.  The  oommiasionen,  howeyer,  in  their  journal,  appear 
to  have  called  themaelTes  **  CommiBsionera  of  the  Sinking:  Fund  of  the  United 
States  **  as  early  as  August,  1791.    State  Papers,  Finance,  i.  236. 
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We  have  seen  that  Pitt  in  1786  relied  imprudently  on 
the  good  resolutions  of  future  Parliaments.  Hamilton,  by 
the  peculiar  form  which  had  been  given  to  a  large  part 
of  the  debt  of  the  United  States,  was  enabled  to  secure 
a  much  more  solid  safeguard  for  the  uninterrupted  work- 
ing of  his  sinking  fund.  The  six  per  cent,  debt  of  the 
United  States  had  been  made  reimbursable  by  payments 
not  exceeding  eight  dollars  upon  a  hundred  in  any  one 
year  for  both  principal  and  interest.  The  act  of  1792  had 
contemplated  the  redemption  of  this  stock  when  the  whole 
annual  income  of  the  sinking  fund  should  have  reached 
two  per  cent,  of  the  whole  amount  of  the  stock  outstand- 
ing, and  had  declared  the  interest  accruing  on  stock  held 
in  the  sinking  fund  to  be  ^^appropriated  and  pledged 
firmly  and  inviolably"  for  this  purpose.  But,  in  his  elab- 
orate report  of  January,  1795,*  Hamilton,  dealing  with 
larger  revenues  and  brighter  prospects,  recommended  an 
addition  to  the  income  of  the  sinking  fund  of  so  much  of 
the  proceeds  of  duties  on  imports  and  tonnage  and  of 
excise  as  would  suffice  to  begin  at  once  the  redemption 
of  the  six  per  cents,  bearing  a  present  interest;  and  so 
much  of  the  same  revenues  as,  with  the  dividends  accru- 
ing to  the  government  from  the  United  States  Bank, 
would  complete  the  payment  for  the  bank  stock  and 
enable  the  redemption  of  the  deferred  six  per  cents,  to 
begin  in  1802.  These  recommendations,  with  others 
strengthening  the  organization  of  the  sinking  fund,  were 
adopted  by  Congress.  The  appropriation  of  the  revenues 
and  resources  in  question  was  made  permanent  ^*  until  the 
whole  of  the  present  debt  of  the  United  States  "  should 
be  reimbursed;  **and  the  faith  of  the  United  States  is 
hereby  pledged  that  the  income  or  funds  aforesaid  shall 
inviolably  remain,  and  be  appropriated  and  vested  as 
aforesaid,  to  be  applied  to  the  said  reimbursement  and 

"*  8tai€  Papers,  Fimuiee,  i.  830. 
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redemption  in  manner  aforesaid  until  the  same  shall  be 
folly  and  completely  effected."  *  Under  these  provisions, 
the  redemption  of  the  six  per  cent,  stock  began  from  Jan- 
uary 1,  1796,  by  a  series  of  payments  fixed  at  eight  per 
cent,  per  annum  for  principal  and  interest ;  and  the  stock 
was  thus  converted  from  an  ordinary  six  per  cent,  of  in- 
definite duration  ^^into  an  annuity  of  eight  per  cent,  per 
annum  for  a  period  of  somewhat  less  than  twenty-four 
years."  Hamilton,  in  proposing  this  devotion  of  revenue 
to  the  redemption  of  debt,  had  intended  to  make  the 
arrangement  a  contract  with  creditors,  not  to  be  violated. 
"  The  intent  is  to  secure,  by  all  the  sanctions  of  which  the 
subject  is  susceptible,  an  inviolable  application  of  the 
fund,  according  to  its  destination.  No  expedients  more 
powerful  can  be  devised  for  this  purpose  than  to  clothe 
it  with  the  character  of  private  property  and  to  engage 
absolutely  the  faith  of  the  government  by  making  the 
application  of  it  to  the  object  a  part  of  the  contract  with 
the  creditor%.^^  ^  Wolcott,  Hamilton's  successor,  in  his 
communication  to  the  House,  January  26, 1796,  J  observed 
that,  ^*as  the  injunctions  of  the  law  upon  the  commis- 
sioners of  the  sinking  fund  are  unconditional,  and  as  per- 
manent funds  have  been  vested  and  appropriated,  it  is 
conceived  that  a  successive  reimbursement  annually  of  the 
debt  before  mentioned  has  become  an  irrevocable  stipula- 
tion with  the  creditors."  Gallatin  also  recognized  a  pledge 
of  the  public  faith  in  this  action ';  and  the  change  made  in 
the  sinking-fund  legislation  by  his  advice  in  1802  §  care- 
fully saved  all  rights  of  creditors  under  previous  acts,  and 

*  Act  of  March  3, 1796,  §  9,  Statutes  at  Large,  i.  435. 

t  State  Papers,  Finance,  i.  332.  A  litUe  farther  on  is  a  plain  allnsion  to 
the  diveision  of  the  KngliBh  sinking  fond  from  its  porpoee  prior  to  the  act  of 
1786. 

tlbid,,d«i. 

§Aotof  April  29, 1803,  5taAitoff<KXarve,ii.  167.    See  especially  §§  3,  7. 
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he  and  his  successors  therefore  continued,  in  war  as  well 
as  in  peace,  the  reimbursement  undertaken  in  1795.* 

The  idea,  then,  which  Hamilton  had  in  common  with 
Pitt,  and  of  which  Pitt's  action  was  the  practical  illustra- 
tion, was  to  couple  with  eyerj  debt  the  means  for  its 
extinguishment,!  to  be  applied  to  that  purpose,  whatever 
the  condition  of  the  Treasury  otherwise.  This  could  not 
prevent  debt  from  accumulating,  if  expenditure  was  ex- 
cessive; but  it  insured  the  good  credit  of  the  loans  to 
which  the  plan  was  applied,  and  the  system,  if  adhered  to, 
tended  to  keep  constantly  before  the  legislature  the  neces- 
sity of  having  a  stated  revenue  above  ordinary  expenses. 
The  application  of  this  idea  to  an  existing  debt  Hamilton 
was  able  to  provide  for  more  effectively  than  Pitt,  owing 
to  the  peculiar  form  given  to  the  obligations  of  the  United 
States ;  but  in  neither  case  did  it  prove  to  be  possible  to 
guarantee  sufficient  provision  for  such  fresh  expenditure 
or  debt  as  the  legislative  will  might  insist  upon.  Less 
than  justice  has  usually  been  done  to  the  common  sense 
of  both  of  these  great  statesmen.  There  is  nothing  to 
show  that  either  of  them  in  adopting  his  system  had  any 
delusion  as  to  the  impossibility  of  paying  debt  without 
money,  or  any  notion  that  compound  interest  could  be 
made  to  supply  the  place  of  an  adequate  revenue  or  even 
to  conceal  its  absence.  Pitt,  at  the  time  when  Hamilton 
took  him  as  his  example,  had  a  surplus;  and  Hamilton 

*  For  th«  nto  at  wbioli  ftated  pAymentfi  of  eight  per  cent,  per  Miiiiim  ez- 
tioffidBhed  the  Mantel  as  weU  as  defrayed  the  interett,  aee  the  table  giTen  by 
Woleott,aea<ePaiwr»,  ^fiafice,i.406;  compare  abo  the  aet  of  April  28,1796, 
§  1.  Inqwetion  of  the  table  ihowi  the  application  of  the  compound  interett. 
ObTionalj,  Gallatin's  syBtem  of  dcToting^  a  fixed  som  for  interest  and  redemp- 
tioo  of  principal  together,  thns  increasing  the  payment  of  principal  as  the  som 
required  for  interest  diminished,  was  an  application  of  the  same  method  to  the 
whole  debt  instead  of  a  particular  part  thereof. 

t  Hamilton's  Report  on  PttbUe  Credit  of  1796  gires  in  a  foot-note  a  signifi- 
•aat  refssoDce  to  this  provision  of  the  English  act  of  1792.  See  State  Papere^ 
Fimamoe^  L  331. 
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hoped  for  one,  and  upon  good  grounds.  Apply  this  sur- 
plus effectdvely  to  present  debt,  and  then  contract  no  more 
without  at  the  same  time  making  provision  from  new 
sources  for  its  interest  and  ultimate  payment, —  this  was 
the  system  on  which  both  proceeded.  In  the  one  case, 
the  system  was  swamped  by  the  gigantic  wars  of  the 
French  Revolution;  in  the  other,  it  was  made  useless 
by  the  astonishing  growth  of  national  revenue;  but  in 
neither  case,  under  the  conditions  and  for  the  purposes  of 
the  time,  was  it  the  pure  folly  which  it  is  often  represented 
to  have  been. 

The  third  point  in  Hamilton's  financial  system  which 
we  have  to  consider  here  is  the  establishment  of  a  Bank 
of  the  United  States.  This  measure  was  referred  to  by 
Hamilton  in  his  Report  on  Public  Credit  as  a  part  of 
his  scheme  not  then  fully  matured,  and  was  presented 
^  in  form  in  December,  1790,  under  a  resolution  of  the 
House  adopted  in  the  previous  August,  calling  upon 
the  Secretary  to  report  "  such  further  provisions  as  may, 
in  his  opinion,  be  necessary  for  establishing  the  public 
credit."  In  stating  the  advantages  to  be  gained  from  a 
bank,  he  dwelt  especially  on  the  influence  of  a  bank  in 
quickening  and  virtually  increasing  the  productive  capi- 
tal of  the  country  and  its  utility  as  a  financial  agency 
of  the  government.  It  was  then  not  far  from  eleven 
years  since  the  probable  date  of  his  draft  of  a  letter  to 
Morris*    urging    the   establishment  of   a  Bank   of  the 

"^The  draft  of  a  letter  to  Morris,  Hamilton's  Works  (Lodge's  edition), 
iii.  61,  is  inserted  in  the  earlier  edition  of  the  Worki,  i.  116,  as  if  written  be- 
tween December,  1779,  and  March  17,  1780.  A  few  important  blanks  are  left 
in  it  to  be  filled  later,  and  the  manuscript  is  said  to  be  otherwise  defective. 
It  seems  not  to  have  been  referred  to  in  subsequent  correspondence  between 
Hamilton  and  Morris,  and  may  then  perhaps  be  the  draft  of  an  intended 
letter,  neyer  sent,  but  interesting  as  showing  the  state  of  Hamilton's  opinions 
on  the  subject  when  he  was  twenty-three  years  old.  H  sent,  the  letter  was 
intended  to  be  anonymous,  as  appears  from  its  last  paragraph. 
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United  States  by  the  Confederation,  and  not  far  from  ten 
years  since  his  letters  to  Duane,  Sears,  and  again  to  Mor- 
ris, discussing  and  enforcing  a  similar  proposition.  The 
claim  of  priority  in  the  conception  of  a  national  bank, 
which  has  been  rested  on  these  letters,  is  hardly  a  valua- 
ble one.  The  letters  were  written  at  the  moment  when 
the  continental  paper  had  become  practically  worthless, 
and  Congress  was  at  its  wits*  end.  The  schemes  pro- 
posed by  Hamilton  were  perhaps  no  wilder  than  were 
offered  by  others,  but  he  would  have  been  slow  in  1790 
to  recognize  their  affinity  with  the  maturely  deliberated 
proposition  of  that  year.  It  is  enough  to  say  that  the 
second  and  more  carefully  elaborated  of  the  letters  to 
Morris  *  proposes  a  bank,  the  stock  of  which,  to  the  ex- 
tent of  at  least  one-third,  might  be  paid  for  in  landed 
security,  the  notes  of  20«.  and  upwards  to  bear  inter- 
est, and  the  places  of  redemption  to  be  in  the  interior, 
making  *^  applications  for  pajrment  of  bank-notes  less  con- 
venient." t  Among  the  advantages  of  the  scheme,  besides 
the  loans  to  be  made  to  Congress,  was  the  familiar  attrac- 
tion of  all  land-bank  schemes,  that  proprietors  could  have 
the  use  of  their  land  and  also  the  use  of  a  cash  representa- 
tive of  its  value.| 

The  earlier  schemes,  however,  mark  the  length  of  time 
for  which  Hamilton's  mind  had  been  busied  with  the  idea 
of  securing  financial  relief  firom  a  great  banking  institution 
of  some  sort;  §  and  his  letters  show  his  interest  in  the  work- 

•  April  80, 1781,  Hamilton*!  Worki  (Lodgers  edition),  iii.  82. 

t  JWrf.,  p.  118.  X  lUd.,  p.  107. 

fThe  ooartitittion  of  the  Bank  of  New  York,  adopted  Maroh  10,  1784, 
firen  by  Domett,  HUtory  <tfthe  Bank  (if  New  York^  p.  11,  was  written  bj  Ham- 
ilton, but  eontaina  little  except  the  formal  proTirions  neoeMary  for  determin- 
ing the  dntiee  and  responsibilities  of  officers,  rights  of  stockholders,  and  other 
details  incident  to  the  organization  of  a  moneyed  institution.  The  act  of 
ineorporation  (Ibid.,  p.  122),  passed  March  21,  1791,  contains,  howeyer,  a  series 
of  prorisions  relating  to  the  banking  powers  of  the  corporation,  which  f  oUow 
closely  eren  the  phraseology  of  the  act  passed  by  Congreae  a  month  before, 
establishiiv  the  Bank  of  the  United  States. 
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ing  of  the  great  European  banks.  Of  these  there  was  but 
one  which  could  be  an  available  model.  The  French  Caisse 
d'Escompte  was  embarrassed  by  its  close  connection  with 
the  government,  hardly  tried  to  conceal  the  real  inconverti- 
bility of  its  paper,  and  was  fast  approaching  ruin.  The 
Bank  of  Amsterdam,  still  in  good  credit,  was  organized 
upon  a  plan  adapted  only  for  an  opulent  community,  rich 
in  specie,  and  indifferent  to  the  use  of  bank  credit  in  its 
usual  forms.  There  remained  the  Bank  of  England,  a  suc- 
cessful institution,  strengthening  private  enterprise,  aiding 
the  government,*  and  regulating  currency  upon  a  sound 
basis.  Without  presenting  this  formally  as  an  example,! 
he  shaped  his  own  proposition  according  to  the  lines  of 
the  Bank  of  England,  with  the  changes  which  the  circum- 
stances of  the  United  States  required. 

The  primary  question  as  to  the  connection  of  the  gov- 
ernment with  the  proposed  bank  is  argued  and  settled  by 
Hamilton  in  his  report  in  accordance  with  the  English 
precedent  and  directly  against  the  other  European  cases. 
He  concludes  in  favor  of  an  institution  in  private  hands 
and  under  private  direction,  and  to  be  influenced  as  little 
as  possible  by  public  necessity.  ^^  The  keen,  steady,  and, 
as  it  were,  magnetic  sense  of  their  own  interest  as  proprie- 
tors, in  the  direction  of  a  bank,  pointing  invariably  to  its 
true  pole,  the  prosperity  of  the  institution,  is  the  only 
security  that  can  always  be  relied  upon  for  a  careful  and 
prudent  administration."  No  profit  to  be  gained  by  the 
State  from  banking  could  in  his  mind  be  set  against  this 
advantage.     The    State  might  be  an  owner  of   stock, 

*  In  1781,  HamiltoD,  writiiig  to  Morris,  and  refenrinff  to  the  Bank  of  £n^ 
land,  says,  **  *Tis  by  this  alone  she  [England]  now  menaces  our  independence." 
Works  (Lodge's  edition),  iii.  101. 

t  The  Bank  of  England  is  not  mentioned  in  the  Report  on  a  National  Bank^ 
except  in  a  passage  near  the  beginning,  where  Hamilton  says  that  pnblic  banks 
haye  saccesBirely  obtained  in  Italy,  Germany,  Holland,  England,  and  France, 
as  well  as  in  the  United  States.    The  omission  i^peara  to  be  studied. 
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though  not  of  a  principal  part  of  it,  and  ought  to  exercise 
a  supervision  for  the  good  of  the  community;  but  he 
admitted  no  real  departure  from  the  theory  of  the  Bank 
of  England  as  an  essentially  private  establishment  em- 
ployed as  a  public  agent.  This  independence  of  the  exec- 
utive he  secured  by  forbidding  loans  of  serious  amount 
for  the  use  of  the  government,  unless  specially  author- 
ized by  law,  as  was  done  by  the  Bank  of  England  charter 
until  the  passage  of  Mr.  Pitt's  act  in  1793.*  As  for  the 
holding  of  public  securities  as  an  uivestment  of  the  capi- 
tal of  the  bank,  Hamilton  was  establishing  his  bank  in 
the  presence  of  a  debt  already  contracted,  instead  of  using 
it  as  a  means  of  borrowing,  as  the  Bank  of  England  had 
been  used.  It  was  enough  for  his  purpose,  then,  to  allow 
three-fourths  of  the  stock  to  be  paid  for  by  transfer  of 
public  securities,  these  to  be  held  until  the  needs  of  the 
bank  might  require  their  sale. 

It  has  been  remarked  already  that  for  Hamilton's  pur- 
poses a  bank  was  needed  of  a  different  kind  from  the 
Bank  of  Amsterdam.  A  bank  of  discount,  deposit,  and 
issue  was  required  for  the  transaction  of  general  business, 
public  and  private.  In  the  summary  of  his  plan  given  in 
his  report,  Hamilton  makes  a  brief  statement  as  to  the 
powers  of  the  proposed  bank  as  follows :  — 

VJlL  The  company  may  seU  or  demise  its  lands  and  tenements, 
€ft  may  seU  the  whole  or  any  part  of  the  public  debt,  whereof  its 
stock  shaU  consist,  but  shall  trade  in  nothing  except  bills  of  exchange, 
gold  and  silver  bullion,  or  in  the  sale  of  goods  pledged  for  money 
lent,  nor  shaU  take  more  than  at  the  rate  of  six  per  centum  per 
annum  upon  its  loans  or  discounts. 

The  bill  offered  in  the  Senate  was  drawn  by  Hamilton 
and,  with  few  changes,  became  a  law,  and  we  there  find 
this  important  provision  amplified  in  terms  which  may 

*38  Geoige  m.,  o.  32.  See  MoLeod,  Theory  and  Practice  f^  Banking, 
L4I0. 
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fairly  be  set  side  by  side  with  a  similar  proyision  in  the 
Bank  of  England  Act  of  1694. 


lAei  of  February  25, 1791.] 
The  said  corporation  may  sell 
any  part  of  the  public  debt  whereof 
its  stock  shall  be  composed,  but 
shall  not  be  at  liberty  to  purchase 
any  public  debt  whatsoeyer ;  nor 
shall  directly  or  indirectly  deal 
or  trade  in  anything,  except  bills 
of  exchange,  gold  or  silyer  bullion, 
or  in  the  sale  of  goods  really  and 
truly  pledged  for  money  lent  and 
not  redeemed  in  due  time ;  or  of 
goods  which  shall  be  the  produce 
of  its  lands.  Neither  shall  the 
said  corporation  take  more  than 
at  the  rate  of  six  per  centum  per 
annum,  for  or  upon  its  loans  or 
discounts. 


[Act  of  5  WUL  and  Maty,  c.  20.] 
§  xxviL  [That  the  corporation 
shall  not  deal  in  Groods,  Wares, 
or  Merchandise.]  §xxTiii.  Pro- 
vided, That  nothing  herein  con- 
tained shall  in  any  ways  be  con- 
strued to  hinder  the  said  Cor- 
poration from  dealing  in  Bills  of 
Exchange,  or  in  buying  or  sell- 
ing Bullion,  Gold  or  Silver,  or 
in  selling  any  Goods,  Wares,  or 
Merchandise  whatsoever,  which 
shall  really  and  bona  fde  be  left 
or  deposited  with  the  said  Cor- 
poration for  Money  lent  and  ad- 
vanced thereon,  and  which  shall 
not  be  redeemed  at  the  Time 
agreed  on,  or  within  three  Months 
after,  or  from  selling  such  Groods 
as  shall  or  may  be  the  Produce  of 
Lands  purchased  by  the  said  Cor- 
poration. 

Other  passages  also  might  be  cited  to  show  that  the 
framer  of  the  act  incorporating  the  Bank  of  the  Uuited 
States  had  the  English  acts  open  before  him;  but,  after  all, 
the  important  fact  is  that  in  both  there  was  the  same  pur- 
pose of  establishing  a  private  company  with  general  bank- 
ing powers,  to  co-operate  with  the  Treasury.  The  limits 
and  safeguards  thrown  around  the  use  of  these  powers 
were  few  in  both  cases,  with  dififerences  mainly  to  be 
accounted  for  by  diflfering  conditions.  In  each,  the  re- 
demption of  notes  in  specie  was  required ;  and  the  amount 
of  the  issue  was  limited  in  the  charter  of  the  Bank  of 
England  by  forbidding  debts  in  excess  of  the  capital,  and 
in  the  charter  of  the  Bank  of  the  United  States  by  for- 
bidding the  debts  exclusive  of  deposits  to  exceed  the 
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capitaL  The  prohibition  of  investment  in  real  estate 
was  inserted  by  Hamilton,*  and  with  good  reason,  con- 
sidering the  condition  of  the  United  States  at  that  date. 

Closing  here  the  present  examination  of  Hamilton's 
^rstem,  it  must  be  added,  in  order  to  avoid  misconception, 
that  it  is  in  the  grouping  of  these  measures  so  as  to  make 
a  consistent  scheme  for  the  accomplishment  of  a  definite 
purpose  that  we  find  Hamilton's  best  title  to  rank  as  a 
great  financial  statesman.  He  had  the  insight  and  cheer- 
ful resolution  which  enabled  him  to  see  and  draw  out 
the  still  latent  strength  of  the  new  country,  the  knowl- 
edge of  the  world  necessary  for  bringing  together  the 
best  of  tried  expedients,  and  the  breadth  of  conception 
required  for  shaping  a  system  which  should  make  growth 
rapid  and  burdens  lighter,  by  the  creation  of  public  and 
private  credit.  No  statesman  could  have  a  greater  task 
set  for  him,  and  political  science  can  hardly  have  in  store 
any  greater  triumph  than  this  application  of  the  experi- 
ence of  other  men  and  other  nations.  Details  may  be 
criticised,  and  yet  as  a  whole  his  measures  meet  the  real 
test  of  financial  soundness,  representing  in  their  great 
features  the  best  that  could  be  done  under  the  conditions 
then  existing.  And  in  this  as  in  other  parts  of  our  polit- 
ical system  his  impress  was  lasting.  ^*  The  results,  legis- 
lative and  administrative,"  says  the  biographer  of  his 
greatest  successor,  "were  stupendous  and  can  never  be 
repeated.  A  government  is  organized  once  for  all,  and 
until  that  of  the  United  States  fairly  goes  to  pieces  no 
man  can  do  more  than  alter  or  improve  the  work  ac- 
complished by  Hamilton  and  his  party.*' 

ChABLES   F.   DUNBAB. 

*  HamiHoo's  letter  to  Ghnroh,  Mftreh  10, 1784,  condemiis  ChAnoeUor  lir- 
iacstoo*!  eoheine  of  a  land  bank  and  allows  that  Hamilton  had  then  outgrown 
the  ideas  expressed  in  his  letter  to  Morris  in  1781.  See  Hamilton's  Works 
(J.  C.  HamQton's  edition),  L  414. 
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A  NEW  VIEW  OF    THE  THEORY  OF  WAGES. 

I. 

LiEB  many  familiar  words  whose  meanings  seem  per- 
fectly clear  and  simple,  the  word  ^^  wages "  has  different 
significations,  which  are  liable  to  be  confused.  It  some- 
times means  the  earnings  of  labor, —  the  remuneration, 
that  is,  which  the  laborer  obtains  as  the  result  of  his 
labor,  and  which  is  measured  in  the  various  commodities 
entering  into  his  consumption.  Again,  it  sometimes 
means  the  cost  of  labor  to  the  employer, —  that  is  to  say, 
the  price  which  he  pays  for  labor  in  money  as  the  repre- 
sentative of  general  value,  money  being  the  standard  in 
which  he  estimates  wages  in  common  with  his  other  ex- 
penditures and  with  his  receipts.  These  two  meanings 
of  the  word  "  wages  "  correspond  to  two  different  aspects 
of  labor ;  for,  in  considering  labor,  we  may  attend  princi- 
pally either  to  the  sacrifices  involved  in  it  or  to  the  useful 
services  which  it  renders.  The  laborer,  in  anticipation  of 
the  recompense  to  be  received,  submits  to  the  sacrifice  and 
undergoes  the  irksomeness  implied  in  the  word  ^^  labor." 
But  the  sacrifice  and  irksomeness  of  labor  would  secure 
it  no  market,  and  would  be  utterly  insufficient  to  endow 
it  with  exchange  value.  On  the  other  hand,  the  services 
of  labor  in  affording  direct  gratifications  or  in  producing 
useful  commodities  alone  procure  a  sale  for  it ;  and  these 
services  are  weighed  by  the  purchaser  in  the  same  scale 
with  the  utility  of  material  commodities  or  of  the  services 
which  such  commodities  render. 

By  far  the  more  interesting  of  the  two  aspects  of  the 
wages  question  is  the  problem  of  the  laborer's  remunera- 
tion, for  that  determines  the  welfare  of  the  greater  part 
of  mankind.    To  this,  the  merely  conunercial  question  of 
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the  price  of  labor  is  really  subordinate.  For  the  in- 
quiries of  political  economy  have  for  their  ultimate  object 
the  gratification  of  human  wants ;  and  questions  as  to  the 
mechanism  by  which  this  is  attained  are  in  reality  merely 
subsidiary  thereto. 

For  this  reason,  there  is  a  natural  eagerness  to  solve 
at  once  the  question  of  remuneration  by  making  it  the 
direct  object  of  inquiry.  But,  if  we  would  attain  any 
valuable  and  trustworthy  results,  we  must  not  expect  to 
reach  our  conclusions  at  a  jump,  but  must  travel  cau- 
tiously step  by  step  along  the  path  of  cause  and  effect, 
inquiring  carefully  as  we  go  into  the  reasons  why  labor  is 
bought  and  sold  and  into  the  conditions  which  must  be 
fulfilled  in  order  that  its  price  may  be  in  equilibrium.  It 
is  dear  that  the  price  can  only  be  in  equilibrium  when 
the  supply  and  the  demand  are  equal,  and  that  the  rate 
of  wages  must  be  such  as  to  make  them  equal.  To  in- 
quire how  wages  do  this  —  to  examine,  that  is,  more 
closely  into  the  mechanism  whereby  the  equation  of  sup- 
ply and  demand  is  realized  —  is  the  object  of  the  pres- 
ent paper.  And  this  is  the  only  natural  and  right  way 
to  proceed  in  inquiring  into  the  law  of  the  price  or  value 
of  anything  whatever.  If  some  writers  have  neglected  or 
abandoned  it  in  the  case  of  labor,  they  have  probably  done 
so  because  they  have  been  unable  to  see  how  it  issued  in 
any  solution  of  the  question.  Should  we  succeed  in  find- 
ing a  solution  in  this  way,  it  is  not  likely  that  any  one 
will  cavil  at  the  method  we  pursue. 

If,  after  investigating  the  influence  of  price,  we  should 
find  how  supply  and  demand  are  made  equal,  it  would 
then  be  in  place  to  inquire  more  particularly  into  the 
other  factors  which  join  to  constitute  the  supply  and 
demand ;  but  to  do  so  would  probably  exceed  the  limits 
of  a  single  paper. 

There  are  but  two  ways  in  which  the  supply  and  the 
demand  of  anything  can  be  made  equal:  one  is  by  the 
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action  of  price  upon  supply,  the  other  is  by  the  action  of 
price  upon  demand.  Now,  the  supply  of  labor  is  in  the 
main  a  question  of  population ;  and  the  influence  of  the 
price  of  labor  upon  the  population  only  takes  full  effect 
after  a  long  series  of  years, —  not  less,  indeed,  than  an 
entire  generation.  Its  laws  have  therefore  usually  been 
treated  by  economists  in  connection  with  the  principle  of 
population.  But  if  moderate  periods  of  time  only  are 
under  consideration,  the  influence  of  price  upon  supply 
being  so  long  delayed,  and  being  also  for  that  very  reason 
deeply  interwoven  with  other  causes,  we  may  disregard 
its  effect.  It  is  under  this  condition  that  economists  have 
generally  sought  to  lay  down  the  law  of  wages ;  and  in 
this  course  we  shall  follow  them.  The  law  thus  sought 
is  the  law  of  what  Ricardo  called  market  wages  as  dis- 
tinguished from  natural  wages,  by  which  latter  term  he 
meant  that  remuneration  which  would  just  suffice,  on  his 
theory,  to  induce  laborers  to  maintain  population  at  its 
actual  amount  Supply  being  treated  as  stationary,  it 
follows  that  the  equality  of  supply  and  demand,  which  is 
the  condition  of  the  equilibrium  of  price,  can  only  be 
reached  by  the  influence  of  price  upon  demand. 

The  condition  of  the  problem  as  laid  down  above 
clearly  indicates  in  what  meanings  we  should  use  the 
words  "labor"  and  "wages."  We  must  use  them  in 
those  meanings  in  which  they  influence  the  demand  for 
labor.  By  the  word  "  labor  "  we  shall  therefore  mean  the 
services  which  the  laborer  renders,  because,  as  we  have 
already  seen,  these  alone  give  rise  to  a  demand  for  labor. 
By  the  word  "wages"  we  shall  mean  money  wages, 
money  being  the  commodity  in  which  the  employer  com- 
pares the  cost  of  wages  with  the  cost  of  other  things. 

The  problem  of  wages  therefore,  as  I  present  it,  is  merely 
the  problem  of  the  price  of  labor.*     But,  when  this  prob- 

^For  the  sake  of  oleameaB,  I  shaU  oommonlj  use  the  ezpreauon  *^  price  of 
labor"  instead  of  ** wa^es.'*    In  so  doing,  I  of  conise  ignore  the  inflnenee  of 
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lem  is  solved,  it  will  be  an  easy  step  to  apply  our  conolu- 
sions  to  the  solution  of  the  intrinsicallly  more  important 
and  interesting  problem  of  the  laborer's  remuneration; 
for  this  latter  is  die  resultant  of  the  price  of  labor  and  of 
the  price  of  those  commodities  which  the  laborer  con- 
sumes, assuming  always  that  the  quality  of  labor  is  the 
same. 

n. 

Wages,  or  the  price  of  labor,  will  be  in  equilibrium  when 
the  demand  just  equals  the  existing  supply;  and  this  will 
occur  when  it  pays  employers  to  hire  the  whole  number 
of.  laborers  who  are  seeking  employment,  and  no  more 
and  no  less. 

People  wish  to  hire  or  buy  the  services  of  labor  for  the 
very  same  reason  that  they  wish  to  buy  anything  else, — 
simply  because  these  services  afford  an  immediate  gratifi- 
cation or  aid  in  producing  material  objects  which  do  so. 
In  other  words,  the  hiring  of  labor,  like  the  purchase  of 
any  commodity,  is  either  for  the  purposes  of  productive 
industry  or  of  unproductive  expenditure. 

In  productive  industry,  every  form  of  investment  is 
open  to  the  employer.  He  may  lay  out  capital  on  build- 
ings or  machinery.  He  may  expend  it  in  improvements 
of  the  soil  or  in  the  purchase  of  beasts  of  burden  or  of 
other  animals.  He  may  keep  little  or  much  of  it  locked 
up  in  the  form  of  materials  or  of  money.  All  these  things 
are  embraced  in  what  may  be  called  auxiliary  capital. 
On  the  other  hand,  the  employer  may  use  his  capital  to 
buy  labor,  either  slave  or  free,  according  to  the  institu- 
tions and  laws  of  the  particular  country.  In  all  cases,  he 
is  governed  by  one  and  the  same  motive, —  namely,  the 
desire  for  gain ;  and,  according  to  his  expectations  as  to 
the  comparative  profit  to  be  reaped,  he  turns  capital  into 


i  in  the  fmhie  of  money,  as  I  may  aaf el j  do  in  the  limite  let  for  this 
,  trostiiiir  to  the  reader's  intelligeiice  to  make  the  neoowary  eonee- 
tioo  is  any  applioatioii  he  may  make  of  my  resnlti. 
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one  field  or  into  another.  He  does  not  buy  labor  until 
he  has  compared  the  profit  to  be  got  by  so  doing  with 
that  obtainable  by  a  different  outlay.  Upon  his  decision 
depends  the  demand  for  labor.  If  labor  commands  a  high 
price,  he  economizes  in  its  use  and  employs  more  auxil- 
iary capital.  If  its  price  falls,  he  gradually  increases  his 
use  of  it  and  curtails  his  other  expenditures.  At  every 
rise  in  price,  some  of  its  uses  are  abandoned  and  demand 
shrinks.  Every  fall  in  the  price  enlarges  the  field  of  em- 
ployment and  stimulates  the  demand. 

What  is  here  stated  of  labor  is  equally  true  of  every- 
thing else ;  and  not  only  is  it  true  of  each  particular  com- 
modity, it  is  true  also  of  auxiliary  capital  as  a  vtrhole. 
The  use  of  any  tool  increases  as  its  cost  declines,  and  vice 
versa;  and  in  the  same  way  the  general  use  of  auxiliary 
capital  increases  relatively  to  the  use  of  labor,  as  the  rate 
of  interest  or  price  of  using  capital  falls.  Where  the  in- 
terest on  a  given  amount  of  capital  is  less  than  the  price  of 
such  labor  as  would  do  the  same  work,  auxiliary  capital 
is  used.  Where  the  price  of  labor  is  less  than  such  inter- 
est, labor  is  used.  If  a  man  can  be  hired  to  do  a  certain 
piece  of  work  for  one  hundred  and  ten  dollars,  and  if  when 
interest  is  at  six  per  cent,  a  machine  can  be  hired  for  one 
hundred  and  twenty  dollars  that  will  do  the  same  work, 
then,  so  long  as  the  rate  of  interest  remains  at  six  per 
cent.,  labor  will  be  employed ;  but  if  interest  falls  to  five 
per  cent.,  and  the  hire  of  the  machine  falls  in  consequence 
to  one  himdred  dollars,  then  the  machine  will  be  em- 
ployed. The  dividing  line  between  the  use  of  capital  and 
the  use  of  labor  varies  with  the  rate  of  interest  and  with 
the  price  of  labor ;  and  in  those  intermediate  cases  which 
are  close  to  this  line,  and  in  which  advantage  wavers 
between  labor  and  capital  without  clearly  deciding  itself 
for  either,  the  wages  of  such  amount  of  labor  and  the 
interest  of  such  amount  of  capital  as  are  just  able  to  do 
the  same  work  or  to  supplant  the  one  the  other  are  equal, 
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splendid  equipages,  or  rich  viands  and  costly  wines,  or  the 
services  of  teachers  or  of  musicians  and  actors,  of  soldiers, 
retainers,  or  menials;  and,  as  the  captain  of  industry  aims 
to  get  the  greatest  product  for  the  least  cost,  so  the 
consumer  aims  to  get  the  most  gratifications  for  the  least 
outlay,  and  is  to  no  small  degree  guided  in  his  selection 
by  the  comparative  costs  of  the  various  forms  of  expendi- 
ture which  offer  themselves  to  him. 

From  what  has  been  said,  it  appears  that  the  demand 
for  labor  can  only  be  equal  to  the  supply  when  the  price 
is  such  that  the  employer  can  gain  no  pecuniary  advantage 
by  substituting  either  labor  or  auxiliary  capital  the  one  for 
the  other  in  any  of  their  various  uses.  Whenever  this 
condition  of  things  exists,  price  is  in  equilibrium;  for 
otherwise  demand  would  either  exceed  or  fall  short  of  sup- 
ply. At  any  higher  price  of  labor,  employers  would  hasten 
to  substitute  for  it  the  use  of  tools  or  other  forms  of  auxil- 
iary capital  in  those  operations  where  there  had  already 
been  but  little  advantage  in  using  labor ;  and  demand  for 
labor  would  therefore  slacken  and  fall  short  of  supply.  At 
a  lower  price,  employers  would  withdraw  auxiliary  capital 
from  some  of  the  operations  where  its  advantages  had  been 
already  small,  and  would  buy  labor  instead ;  and  demand 
would  outrun* supply.  Thus  the  very  aberrations  of  price 
from  its  normal  rate  set  forces  at  work  which  in  the  end 
restore  its  equilibrium. 

It  is  true  that  changes  in  other  circumstances,  that 
misinterpretations  of  the  industrial  position,  or  untoward 
struggles  to  raise  or  to  lower  price,  do  continually  disturb 
the  market.  But  it  is  not  necessary  that  the  equilibrium 
be  ever  exactly  realized,  or  that  it  should  prevail  undis- 
turbed. Water  seeks  its  own  level,  but  yet  the  sea  is 
never  quite  smooth ;  and  so,  whatever  fluctuations  sweep 
over  the  wages  market,  price  forever  gravitates  toward 
that  figure  at  which  no  portion  of  capital  devoted  to  the 
purchase  of  labor  can  be  more  profitably  converted  into 
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auxiliary  capital,  and  no  portion  of  auxiliary  capital  can 
be  more  profitably  diverted  to  the  purchase  of  labor,  and 
it  never  in  a  state  of  perfect  competition  remains  long  re- 
mote from  this  level.  This  is,  after  all,  but  an  application 
of  Adam  Smith's  old  maxim,  that  the  profits  of  capital 
must  be  equal  in  each  of  its  employments. 

That  the  substitution  of  labor  and  auxiliary  capital  for 
each  other  may  be  induced  by  changes  in  the  rates  of  inter- 
est and  of  wages  is  a  truth  which  has  commonly  been  over- 
looked by  economists.  Thornton,  in  the  vehemence  of  his 
refutation  of  the  wages-fund  theory,  went  so  far  as  to  as- 
sert, and  in  this  he  obtained  the  adhesion  of  Mr.  Mill,  that 
in  the  case  of  labor  ^^  demand  does  not  increase  with  cheap- 
ness" (p.  87,  Thornton  On  Labor ^  2d  edition).  Because 
labor  is  indispensable,  it  seemed  to  these  distinguished 
economists  that  no  part  of  it  could  be  curtailed,  and  that 
no  increased  amount  would  be  used,  owing  to  change  of 
price.  Mill  even  proclaimed  that  expenditure  in  wages  is 
limited  only  by  the  aggregate  means  of  the  employing 
class  (deduction  being  only  made  of  the  amount  required 
to  maintain  themselves  and  their  families),  which  implies  a 
state  of  industry  in  which  tools  are  discarded,  and  where 
the  completion  of  the  product  follows  so  rapidly  as  to  dis- 
pense even  with  the  necessity  of  carrying  a  stock  of  partly 
finished  materials.  (DmertaiionM  and  Disctisnons^  iv. 
p.  44.) 

Labor  certainly  is  indispensable.  Auxiliary  capital  can- 
not work  unattended  by  labor ;  and  we  may  add  that  in 
modem  civilized  industry  labor  seldom  works  unsupple- 
mented  by  auxiliary  capital.  Many  necessary  things  can 
only  be  done  by  labor,  and  many  others  can  only  be  done 
by  the  use  of  natural  agents  or  of  auxiliary  capital.  Others 
still  can  be  done  equally  well  by  the  use  of  either  of  them. 
Of  the  vast  number  of  processes  which  are  carried  on  by 
machinery,  the  greater  number  perhaps  could  be  executed 
as  well  by  hand  labor.     Machinery  is  preferred  simply  be- 
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cause  the  cost  of  production  is  lessened  by  its  use.  Also, 
in  many  processes  now  executed  by  hand,  machinery  would 
be  equally  efficient;  but  it  is  not  used,  because  it  would  in- 
volve a  greater  cost  of  production.  In  these  cases,  oppor- 
tunities for  labor  or  for  auxiliary  capital  to  supplant  the 
one  the  other  only  occur  when  either  the  price  of  labor  or 
the  cost  of  using  machinery  changes.  In  some  cases,  a 
gr6at  change  only  will  afford  such  opportunities :  in  other 
cases,  a  small  change  will  suffice.  But  there  are  other 
cases  in  which  the  cost  is  equal,  or  very  nearly  equal, 
whether  labor  is  employed  or  auxiliary  capital.  In  such 
cases,  the  slightest  change  in  the  price  of  labor  immediately 
affects  the  demand  for  it.* 

The  condition,  therefore,  upon  which  demand  will  equal 
supply  IS  as  follows :  The  price  of  a  given  amount  of  labor  is 
equal  to  the  price  which  is  paid  for  the  use  of  such  amount  of 
auxiliary  capital  as  can  replace  it  in  those  operations  where 
the  two  things  may  be  indifferently  employed  with  equal  pecur 
niary  advantage.    This  we  may  call  the  law  of  wages. 

To  illustrate  the  working  of  this  law,  we  may  arrange 
all  operations  in  a  scale  showing  the  relative  cheapness  of 
using  labor  and  of  using  auxiliary  capital  in  each  case. 
The  gradations  in  this  scale  will  be  as  many  as  the  minute 
degrees  in  which  the  relative  cost  of  these  two  methods 
differs  in  the  infinite  variety  of  possible  operations.  Where 
the  cost  is  just  equal,  labor  and  capital  will  be  used  indif- 
ferently. On  either  side  of  this  point,  that  one  of  the  two 
will  be  employed  which  is  relatively  the  cheapest.  Where 
it  is  cheaper  to  hire  labor,  labor  will  be  used.  Where  it  is 
cheaper  to  hire  the  use  of  auxiliary  capital,  auxiliary  capi- 
tal will  be  employed.  In  some  operations  there  will  be  an 
advantage  in  the  use  of  auxiliary  capital  which  cannot  be 
overcome ;  in  some  there  will  be  a  similar  advantage  in  the 

^Men  snbstitate  meohamoal  for  muscular  forces  because  they  are  cheaper. 
In  the  great  majority  of  cases,  the  deyelopmeut  of  machinery  is  the  escape  from 
the  deaniess  of  labor.    (J.  £.  T.  Rogen*s  Political  Economy,  p.  128, 2d  edition.) 
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use  of  labor.  These  advantages  on  both  sides  will  gradu- 
ally shade  away  until  they  disappear  or  merge  in  those 
operations  where  the  same  results  can  be  had  with  equal 
profit  to  the  employer,  whether  labor  is  used  or  some  form 
of  auxiliary  capital. 

And,  if  we  suppose  the  gradations  in  the  scale  to  be  of 
infinitely  minute  amounts,  it  follows  that  at  every  price 
of  labor  there  will  be  some  occupations  where  the  costs  of 
using  labor  and  of  using  capital  are  identical.  And  (always 
disregarding  the  effect  of  economic  friction  and  of  the  dis- 
like of  change)  it  follows  that,  at  whatever  point  this 
equality  of  costs  exists,  labor  and  auxiliaiy  capital  will 
there  be  employed  indifferently ;  while  on  one  side  of  it 
labor  alone  will  be  used  and  on  the  other  side  capital  ex- 
clusively, but  always  at  the  same  prices  as  where  the  cost 
is  the  same  of  using  either. 

Among  all  the  occupations  in  which  it  would  be  possible 
to  employ  either  labor  or  capital  to  produce  the  same 
result,  a  given  amount  of  labor  will  at  this  point  where 
the  costs  are  equal  supplant  less  capital  than  in  any  other 
occupation  where  labor  is  actually  used  instead  of  capital ; 
and,  similarly,  a  given  amount  of  capital  will  at  this  point 
supplant  less  labor  than  anywhere  else  where  capital  is 
actually  employed  instead  of  labor.  It  is  therefore  a  pecu- 
liarity of  those  occupations  in  which  labor  and  capital  can 
be  used  indifferently  that  in  them  a  given  amount  of  either, 
whether  it  be  of  labor  or  whether  it  be  of  capital,  will  sup- 
plant a  less  amount  of  the  other  than  anywhere  else,  where 
it  is  actually  and  constantly  employed. 

In  aU  other  emplojrments  where  capital  is  used,  it  has 
some  decided  economical  advantage  over  labor ;  and,  simi- 
larly, wherever  else  labor  is  used,  it  has  some  decided  ad- 
vantage over  capital.  Only  in  this  common  field  do  their 
relative  advantages  merge,  which  comes  to  saying  that 
each  is  here  at  its  least  or  final  utility  relatively  to  the 
other.    And,  as  the  price  paid  for  the  use  of  labor  and 
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capital  in  each  of  their  other  employments  is  the  same  as 
it  is  here,  we  arrive  at  the  conclusion  that,  just  as  the  final 
utility  of  every  commodity  fixes  its  absolute  price,  so  the 
relative  final  utility  of  labor  and  of  capital  fixes  the  rela- 
tive prices  paid  for  the  use  of  them. 

III. 

To  accurately  compare  the  costs  of  employing  labor  and 
auxiliary  capital  requires  that  we  include  not  only  the 
prices  paid  directly  for  the  use  of  each,  but  also  all  outlays 
of  every  kind  incident  to  that  use. 

The  hire,  or  price,  of  labor  covers  it^  whole  cost,  or  all 
but  a  trifling  part  of  it.  The  principal  element  of  the  cost 
of  using  capital  is  interest :  interest  alone  is  really  paid  as 
compensation  for  its  use.  But  interest  is  by  no  means  the 
only  element  of  cost.  In  order  to  keep  it  intact  and  pro- 
vide against  sudden  loss  or  gradual  depreciation,  there 
must  be  provided,  in  addition  to  interest,  a  fund  for  insur- 
ance and  renewals,  or  wear  and  tear.  These  things  vary 
greatly  with  the  nature  of  the  particular  business ;  while 
interest,  strictly  speaking,  does  not  so  vary.  And,  besides 
insurance  against  loss  by  sudden  destruction  or  by  the 
dilapidation  of  gradual  wear  and  tear,  there  must  be  an 
insurance  provided  against  the  possible  depreciation  in 
value  arising  out  of  the  instability  of  business  and  its 
changing  conditions.  For,  as  capital  assumes  fixed  and 
durable  forms,  it  loses  the  valuable  quality  of  converti- 
bility, and  can  no  longer  be  withdrawn  from  a  declin- 
ing business,  but  is  liable  to  be  robbed  of  its  value  by 
changes  in  trade  or  fashion,  or  by  the  exhaustion  of  natural 
resources  which  it  was  used  to  exploit,  or  by  improvements 
in  the  methods  of  industry.  All  these  risks  and  disadvan- 
tages demand  for  many  of  the  permanent  investments  of 
capital  an  extra  rate  of  what  we  may  call  business  insur- 
ance, varying  with  the   degree  of  the   uncertainty  and 


Digitized  by 


Google 


A  NEW  VIEW  OF  THE  THEOBT  OF  WAQE8        71 

dread  of  change.  Labor  is  therefore  offcen  employed  at  a 
price  £Etr  exceeding  the  ordinary  interest  on  the  amount 
of  capital  which  could  replace  it.  The  owner  of  a  silver 
mine  for  these  reasons  may  sometimes  wisely  hesitate  to 
erect  labor-saving  appliances,  even  at  an  annual  saving 
of  from  thirty  to  fifty  per  cent,  on  their  cost;  while  a 
prudent  manufacturer  will  often  pass  by  opportunities  to 
save  ten  per  cent.,  or  even  twenty  per  cent.,  on  the  cost 
of  improvements  which  it  is  in  his  power  to  make.  Thus 
the  adoption  of  known  improvements  by  existing  estab- 
lishments is  often  delayed  by  the  expectation  of  still 
further  inventions  and  discoveries.  But  in  new  enter- 
prises undertakers  strive  to  adopt  every  known  or  possi- 
ble improvement;  and  each  improvement  that  is  made 
suggests  the  possibility  of  further  ones.  The  rapid  growth 
and  the  frequent  installation  of  new  plants  are  among  the 
principal  causes  of  the  great  superiority  in  many  branches 
of  American  manufacturing  practice  as  compared  with 
European, —  a  superiority  which  goes  far  to  overcome 
whatever  advantages  foreign  manufacturers  may  possess 
in  cheaper  labor  and  in  longer  experience. 

But  the  charges  for  insurance  and  for  renewals,  or  wear 
and  tear,  are  not  strictly  charges  for  the  use  of  capital,  but 
simply  a  provision  to  preserve  its  amount  unimpaired. 
Excluding  these  charges  from  the  cost  of  using  capital,  its 
interest  remains  as  the  compensation  for  its  use  and  is 
equal  in  all  its  employments  at  the  same  time  and  place. 
The  rate  of  interest  varies  only  with  changes  in  the  degree 
of  productiveness  or  in  the  relative  distribution  of  the 
product  between  labor  and  capital. 

Disregarding,  therefore,  all  items  of  the  cost  of  employ- 
ing auxiliary  capital  except  interest,  the  law  of  wages 
assumes  this  form :  The  interest  on  capital  and  the  price  of 
labor ^  m  all  employments^  are  fixed  hy  the  rates  paid  for  their 
use  in  those  of  their  actual  employments  in  which  they  are 
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used  indifferently  and  where^  therefore^  a  given  amount  of 
either  one  of  them  is  capable  of  supplanting  the  least  amount 
of  the  other;  and  the  same  price  is  in  aU  cases  paid  for  the 
use  of  those  amounts  of  each  which  can  in  such  employments 
be  substituted  the  one  for  the  other. 

Since  the  time  of  Ricardo,  it  has  often  been  said  that  a 
rise  of  profits  or  of  interest  is  only  possible  through  a  fiedl 
of  wages.  But  the  very  first  inference  from  the  foregoing 
law  is  that  high  and  low  interest  accompany  high  and  low 
wages,  and  that  the  rates  of  interest  and  of  wages  rise 
and  fall  together.  Observation  confirms  this  inference. 
Whether  we  merely  regard  the  temporary  changes  in  busi- 
ness, or  whether  we  consider  the  more  or  less  permanent 
condition  of  things  in  different  countries  at  the  same  time, 
or  in  the  same  country  at  different  times,  it  is  evident  that 
the  more  general,  at  least,  among  the  temporary  fluctua- 
tions of  wages  and  of  interest  commonly  coincide,  and  that 
not  infrequently  the  more  permanent  differences  in  the  rate 
of  interest  are  conjoined  with  like  differences  in  the  rate  of 
wages.*  So  evident  is  it  that  interest  and  wages  rise  and 
fall  together  in  the  ordinary  fluctuations  of  trade,  and  that 
almost  pari  passv^  that,  in  order  to  secure  the  immediate- 
ness  of  this  result  and  avoid  conflict  or  friction  in  readjust- 
ing their  rates,  the  price  of  labor  is  frequently  regulated 
by  a  sliding  scale,  so  that  it  shall  respond  automatically 
to  changes  in  the  state  of  business  and  of  the  price  of  the 
flnished  commodities  which  it  helps  produce. 

It  is  evident  that  changes  or  differences  in  the  produc- 

*The  foUowing  is  from  an  article  on  the  early  career  of  W.  E.  Forster :  "  It 
is  easy  to  see  by  the  condition  of  things  described  .  .  .  clear  indications  that 
the  mischief  lay  elsewhere  than  in  the  inadequacy  of  the  wage  fund.  .  .  .  Not 
only  the  seventeen  hundred  thousand  of  unemployed  people,  but  also  millions 
of  idle  capital,  were,  as  we  have  seen,  going  a-begging  for  employment.  Bank- 
ers and  brokers  were  reported  as  refusing  to  take  fresh  money,  and  charging 
one  or  one  and  a  half  per  cent,  for  loans  on  the  Stock  Exchange,  and  two  and  a 
quarter  and  two  and  a  half  for  the  discount  of  bills.  Capitalists  dared  not 
embark  their  capital  in  any  fresh  yentures.'*  ConUmporctry  Review^  September, 
1886,  p.  317. 
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tiveness  of  industrj  cannot  a£fect  the  rate  of  interchange 
of  labor  and  auxiliary  capital.  And  this  is  but  saying 
that  the  changes  in  wages  and  interest  which  arise  from 
this  cause  apply  equally  to  both.  But  not  every  change 
in  wages  and  interest  is  due  to  change  in  the  productive- 
ness of  industry.  Some  changes  arise  from  causes  which 
alter  the  rate  of  interchange  or  relative  utility  of  auxiliary 
capital  and  of  labor,  and  affect  wages  and  interest  diver- 
gently. When  this  is  the  case,  a  shifting  of  the  balance 
between  labor  and  auxiliary  capital  ensues.  In  some 
employments  where  that  one  whose  price  is  relatively 
depressed  was  already  at  the  least  disadvantage,  it  grows 
in  demand  under  the  influence  of  cheapness,  and  supplants 
to  a  greater  or  lesser  degree  the  one  whose  price  is  rela- 
tively augmented,  so  that  a  readjustment  of  equilibrium 
is  gradually  attained  upon  a  new  level. 

To  complete  the  theory  of  wages,  it  is  necessary  to  in- 
quire into  the  nature  and  the  effects  both  of  those  causes 
which  affect  wages  and  interest  concurrentiy  and  of  those 
which  affect  them  divergentiy.  But  before  proceeding  to 
this  task  it  is  incumbent  upon  us  to  consider  more  care- 
fully the  exact  significance  of  the  law  of  wages,  so  far  as 
we  have  already  determined  it. 

At  the  beginning  of  this  paper,  we  recognized  that  the 
price  of  labor  is  not  the  same  thing  as  the  remuneration  of 
labor.  It  is  not  therefore  to  be  expected  that  we  should 
be  able  to  indicate  at  the  present  stage  of  the  inquiry  what 
the  remuneration  of  labor  —  which  is  the  real  ultimate  ob- 
ject of  inquiry  —  actually  is.  But  we  might  at  least  have 
hoped  that  the  law  of  the  price  of  labor  which  we  have 
been  at  so  much  pains  to  establish  would  tell  what  the 
amount  of  that  price  is,  measured  in  money.  Unfortu- 
nately, the  law  of  wages  as  above  laid  down  not  only  fails 
to  tell  the  amount  of  commodities  obtained  by  the  laborer, 
but  it  does  not  even  tell  what  amount  of  money  is  actually 
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paid  for  labor.  It  indicates,  and  indicates  only,  the  condi- 
tion upon  which  the  price  is  in  equilibrium.  But,  as  this 
condition  requires  that  the  wages  paid  for  a  certain  amount 
of  labor  should  be  equal  to  the  interest  paid  for  the  use  of 
a  certain  amount  of  capital,  it  might  seem  to  be  a  simple 
step  to  conclude  from  this  the  definite  amount  of  money 
paid  for  wages.  There  are,  however,  two  reasons  why  this 
does  not  follow.  In  the  first  place,  our  investigation  does 
not  show  what  amounts  of  labor  and  of  capital  are  equally 
compensated ;  and  even  this  knowledge  would  be  useless 
unless  we  also  knew  the  rate  of  interest  on  capital,  and 
this  we  can  never  ascertain  until  we  also  ascertain  the  rate 
of  wages.  The  rates  of  interest  and  of  wages  are  mutually 
dependent,  and  neither  can  be  definitely  ascertained  with- 
out at  the  same  time  ascertaining  the  other.  Their  laws 
are  in  reality  but  the  two  aspects  of  one  and  the  same 
law, —  that,  namely,  which  we  have  heretofore  laid  down 
as  the  law  of  wages.  A  little  observation  will  show  that, 
while  this  law  applies  to  wages,  it  applies  conversely 
equally  well  to  interest. 

This  may  seem  a  negative  and  very  empty  result ;  but 
the  knowledge  which  it  gives  as  to  the  condition  of  equilib- 
rium between  interest  and  wages  is  of  the  utmost  impor- 
tance in  itself,  and  also  prepares  us  to  enter  with  good 
hopes  of  success  upon  the  further  inquiry  into  the  causes 
which  engage  equilibrium  to  settle  at  the  exact  point 
where  it  does  rather  than  somewhere  else. 

IV. 

The  theory  set  forth  in  the  preceding  pages  involves 
the  assumption  that  in  large  numbers  of  operations  the 
advantages  of  using  labor  and  those  of  using  auxiliary  cap- 
ital are  not  so  widely  separated  as  to  preclude  an  active 
competition  between  those  different  methods  of  obtaining 
the  same  results.  In  some  cases,  both  methods  are  actually 
and  indifferently  used  under  similar  circumstances,  and 
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their  relative  cheapness  remains  in  suspense.*  Such  cases 
are  of  course  limited  in  number  and  in  extent.  In  the 
great  majority  of  cases,  there  must  be  a  difference  between 
the  cost  of  using  labor  and  that  of  using  auxiliary  capital 
sufficient  to  be  clearly  recognized.  And,  however  small 
this  difference  may  be,  it  will  under  the  same  conditions 
always  exclude  the  use  of  the  less  favorable  method.  But 
the  conditions  may  vary;  and  the  relative  advantages  of 
the  two  methods  may,  therefore,  often  be  reversed. 

Nothing,  for  instance,  can  be  better  established  than  the 
advantage  of  expensive  machinery  and  plant  in  the  textile 
industries,  in  transportation,  and  in  the  manufacture  of 
nails.  Yet  to  this  day  homespun  clothes  and  rag  carpets 
are  used  alongside  of  the  products  of  the  mills  of  Bradford 
and  of  Philadelphia ;  the  hand  nailer  still  plies  his  labori- 
ous and  ill-paid  task  at  the  forges  of  the  Black  Country  in 
Staffordshire ;  and  in  our  own  land  blacksmiths  are  still 
probably  found  who  make  their  own  nails.  Wagons  and 
stages  compete  with  railroads  even  in  this  country ;  while 
in  Mexico  carriers  with  packs  on  their  backs  and  donkey- 
drivers  with  herds  of  asses  carry  freight  at  less  rates  than 
railroads,  or  at  least  did  so  recently.! 

Almost  every  new  process  passes  through  a  long  period 
of  trial,  in  which  its  comparative  merits  remain  in  suspense. 
Only  gradually  it  gains  a  general  acceptance.  The  old  meth- 
ods linger  a  long  time  under  circumstances  where  their  appli- 
cation continues  to  present  equal  or  superior  advantages. 

*  A  ooAl-oiittiog  machine,  or  a  iniichinft  for  monldini^  oast-iion  pipea,  takea 
the  plaoe  of  a  ffreat  deal  of  manaal  labor.  Maohiiw  for  both  theae  purpoaea 
are  in  praetical  nae  to  a  limited  extent ;  but  it  is  not  yet  poaitiyely  demonstrated 
whether  they  are  cheaper  or  dearer  than  labor.  A  decrease  in  interest,  or  in 
the  other  costs  of  operadn^r  them,  or  an  increase  in  the  price  of  labor,  or  eren 
an  interraption  in  the  supply  of  labor,  might  insure  their  general  introdnotion. 
Some  operatois,  it  is  said,  retain  them  for  the  especial  pnrpose  of  arerdng 
strikes. 

1 1  was  told  in  the  City  of  Mexico  that  rosin  for  the  nae  of  the  gas  works 
was  brought  on  asses*  backs  from  the  state  of  Morelos,  some  fifty  miles  distant, 
at  less  charge  for  carriage  than  by  raiL    This  was  in  the  spring  of  1884. 
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Somewhere  the  advantages  of  the  old  process  and  of  the 
new  are  about  evenly  bidanced;  and  there  a  slight  change 
in  the  cost  of  either  would  effect  a  great  change  in  the  rel- 
ative extent  to  which  each  is  employed. 

About  the  dividing  line  where  the  advantages  of  machine 
methods  and  hand  methods  are  evenly  balanced,  the  price 
of  labor's  services  will  be  found  equal  to  the  cost  of  the 
services  of  such  auxiliary  capital  as  would  replace  it.  This 
line  of  equilibrium  need  not  long  remain  stationary.  It 
varies  with  every  variation  in  the  price  of  labor  and  rate 
of  interest;  it  also  varies  with  every  improvement  -  or 
change  in  the  different  methods.  To-day  it  probably  is 
other  than  it  was  yesterday  or  than  it  will  be  to-morrow. 
Machine  methods  steadily  expand  at  the  expense  of  hand 
methods.  The  cheapening  of  machine-made  fabrics  ban 
ishes  from  use  antiquated  homespuns  and  picturesque 
local  costumes.  A  lowering  of  railway  tariffs  will  some 
day  stop  the  traflBc  of  the  Mexican  donkey-driver.  A  rise 
of  wages  which  should  reach  the  poor  nailers  of  Stafford- 
shire would  leave  their  forges  cold  and  idle  forever. 

In  many  cases,  the  decision  between  the  different  meth- 
ods depends  upon  the  size  of  the  market  to  be  supplied ; 
in  others,  it  depends  mainly  upon  the  constancy  with 
which  tools  can  be  used.  While  a  machine  stands  idle, 
the  interest  on  itB  cost  keeps  running ;  but  labor  can  be 
discharged  or  turned  to  other  work.  A  power  crane  rep- 
resents a  large  class  of  expensive  tools  which  accomplish 
the  work  of  many  men.  It  can  only  be  used  when  its  em- 
ployment is  tolerably  constant,  but  it  then  effects  a  great 
saving.  A  steam  plough  may  sometimes  be  profitable  on 
a  large  farm,  but  never  on  a  small  one.  A  type-writing 
machine  is  only  used  where  much  copying  is  done.  A 
calculating  machine  can  only  be  profitably  used  where 
many  similar  calculations  are  carried  on,  as  in  the  Massa- 
chusetts Bureau  of  Labor  Statistics.  (^Report  to  Colum- 
bus Convention,  1883,  pp.  7  and  8.) 
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A  reaping  machine  dispenses  with  many  laborers,  with  a 
binder  attached  it  dispenses  with  many  more ;  but  even  in 
the  United  States  the  use  of  these  machines  is  not  univer- 
sal. They  compete  to  some  extent  even  here  with  hand 
labor. 

The  agricultural  processes  of  different  countries  are 
among  the  surest  indices  of  the  condition  of  the  laboring 
population.  In  Germany,  it  is  a  common  sight  to  see  a  cart 
drawn  by  a  woman  and  a  dog :  where  labor  is  dearer  and 
money  more  plenty  or  the  people  a  little  easier,  a  horse 
releases  both  alike  from  their  unnatural  task.  In  the 
United  States,  where  labor  is  dear,  costly  agricultural  ma- 
chinery is  extensively  used,  in  spite  of  the  smallness  of 
the  farms :  it  is  much  used  in  England  also,  because  there 
the  farms  are  large ;  and  wages,  although  lower  than  in 
the  United  States,  still  far  exceed  those  of  other  countries. 
In  Russia,  on  the  other  hand,  in  Mexico,  in  Asiatic  coun- 
tries, and  even  in  Southern  Europe,  we  find  the  rudest 
tools :  baskets  are  used  instead  of  wheel-barrows,  wooden 
ploughs  instead  of  iron  ploughs,  or  gangs  of  spade-men 
replace  both  the  ploughs  and  the  beasts  which  draw  them. 
A  part  of  this  is  no  doubt  due  to  sheer  stupidity;  but 
much  is  also  due  to  the  price  of  labor  and  the  rates  of  in- 
terest. The  high  cost  of  tools,  and  especially  the  difficulty 
of  making  repairs,  in  rude  countries  are  additional  draw- 
backs to  the  use  of  auxiliary  capital. 

In  no  country,  perhaps,  is  common  labor  so  cheap  when 
compared  with  its  efficiency  as  it  is  in  Mexico ;  and  in  few 
are  the  interest  and  the  risk  of  employing  capital  so  great. 
Machinery  and  tools  are  there  of  the  rudest  description. 
Scarcely  anything  is  done  by  the  use  of  fixed  capital  which 
it  is  possible  to  do  by  hand.  Entirely  different  methods  of 
silver  mining  and  reduction  are  pursued  to  the  north  and 
to  the  south  of  the  Rio  Grande.  It  is  sufficient  explana- 
tion that  sixty  cents  a  day  is  higher  wages  beyond  the 
frontier  than  three  dollars  on  this  side  for  equal  work, 
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while  the  cost  of  machinery  in  Mexico  is  perhaps  double. 
Asses  are  the  one  form  of  capital  freely  used  by  the  Mexi- 
cans, but  asses  are  there  relatively  as  cheap  as  men. 

The  construction  of  water  works  affords  an  instance 
where  the  comparison  of  the  cost  of  interest  and  the  cost 
of  labor  is  very  direct.  It  is  often  a  question  whether  to 
make  use  of  a  near  source  of  supply,  and  pump  by  steam, 
or  to  go  to  a  farther  source,  and  utilize  gravity.  So  far 
as  cost  is  concerned,  this  question  resolves  itself  into  a 
comparison  between  the  wages  of  engineers  and  firemen 
and  the  cost  of  coal  (which  is  mostly  wages)  in  the  one 
case,  and  the  interest  on  a  longer  pipe  line,  which  may  be 
necessary,  in  the  other  case. 

In  the  foregoing  examples,  the  competition  between  labor 
and  capital  is  palpable  and  open.  But  this  is  not  true  of 
all  the  cases  where  auxiliary  capital  and  labor  displace  each 
other ;  perhaps  it  is  only  true  of  the  smaller  part  of  them. 
Sometimes  the  choice  between  using  auxiliary  capital  and 
labor  assumes  the  form  of  a  choice  between  articles  pro- 
duced mainly  by  the  use  of  one  or  of  the  other,  as  is  the 
case  with  the  competition  between  natural  gas  and  coal. 
The  cost  of  mining  coal,  and  especially  that  of  mining  soft 
coal,  is  little  else  than  wages ;  while  the  cost  of  natural 
gas  is  almost  entirely  interest  on  the  plant  needed  for  its 
conveyance.  The  distance  to  which  natural  gas  shall  be 
carried  is  a  question  of  the  rate  of  interest  and  of  the  price 
of  mining  coal.  Artificial  gas,  also,  is  more  and  more  used 
as  a  substitute  for  coal ;  and  its  cost  is  largely  interest  on 
the  expensive  plant  needed  for  its  manufacture  and  distri- 
bution. Indeed,  of  all  the  many  contrivances  to  save  fuel, 
every  one  results  in  the  outlay  of  additional  capital  and  in 
economy  in  the  amount  of  labor  employed. 

In  the  case  of  lighting,  electricity  appeals  to  almost 
exactly  the  same  wants  as  gas ;  but  the  proportions  of  cap- 
ital and  of  labor  employed  vary  greatly  between  them. 
If  a  gas  plant  of  given  size  is  worth  fifty  thousand  dollars. 
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and  requires  the  labor  of  fifteen  men  in  operating  it  and 
in  mining  coal,  whereas  an  electric  plant  supplying  the 
same  number  of  lights  is  worth  one  hundred  thousand 
dollars,  and  only  needs  the  labor  of  ten  men,  who  will  deny 
that  the  relative  cost  of  electric  lighting  and  gas  lighting 
depends  on  price  of  labor  and  on  interest? 

We  have  so  far  spoken  only  of  cases  where  definite 
amounts  of  labor  and  of  capital  supplant  each  other,  either 
directly  or  indirectly,  in  producing  the  same  things ;  and 
we  have  been  compelled  for  the  sake  of  clearness  to  limit 
ourselves  to  simple  and  obvious  cases.  Industrial  opera- 
tions, however,  commonly  involve  so  many  and  such  vari- 
ous factors  that  it  is  difficult  or  impossible  to  measure  or 
contrast  the  amounts  of  labor  and  of  auxiliary  capital 
employed  in  each  of  the  different  combinations  whereby 
the  same  things  are  produced ;  and  yet  it  does  not  follow 
that  the  influence  of  their  respective  cost  upon  the  selec- 
tion made  is  less  strong  because  it  eludes  observation. 
Furthermore,  there  are  many  cases  of  the  displacement  of 
labor  or  of  auxiliary  capital,  the  one  by  the  other,  where 
there  is  really  no  actual  substitution,  and  where  the  change 
does  not  result  in  producing  the  same  things.  While  the 
employer  seeks  every  opportunity  to  substitute  labor  and 
capital  for  each  other  at  a  profit,  he  is  just  as  earnest  to 
discover  and  to  stop  every  outlay  which  fails  to  yield 
to  him  the  usual  rate  of  profit.  He  scrutinizes  every  item 
of  his  expenditure.  If  any  one  item  of  labor  is  not  repaid 
out  of  the  product  together  with  the  usual  business  profit, 
he  dispenses  with  it.  If  any  auxiliary  capital  does  not 
afford  a  full  profit,  he  seeks  some  other  use  for  it.  He  is 
equally  alert  in  his  search  for  new  forms  of  profitable 
investment,  both  of  the  funds  thus  liberated  and  of  any 
new  accumulations.  He  will  devote  a  part  to  buying 
labor  and  a  part  to  employing  auxiliary  capital.  How 
much  shall  go  in  each  way,  and  whether  in  the  old  or  in 
some  new  proportion,  depends,  in  great  part  at  least,  upon 
tiie  rates  of  wages  and  of  interest. 
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One  of  the  ways  in  which  capital  may  be  diverted  from 
the  pajrment  of  wages  to  auxiliary  uses  without  directly 
supplanting  any  definite  portion  of  labor  is  in  the  case  of 
buildings.  Where  interest  is  high,  there  is  too  much  use 
for  money  to  sink  it  in  costly  buildings.  We  put  up  with 
cheap  temporary  structures.  The  reverse  is  the  case  where 
interest  is  low.  In  no  country,  perhaps,  does  the  cost  of 
employing  capital  both  as  to  interest  and  as  to  risk  bear 
so  low  a  ratio  to  the  price  of  labor  as  in  England.  Con- 
sequently, there  is  a  lavish  expenditure  in  fixed  capital. 
An  American  arriving  in  England  wonders  at  the  massive 
docks  on  the  Mersey ;  and  he  hears  with  amazement  that 
the  average  cost  of  English  railroads  is  two  hundred  thou- 
sand dollars  per  mile.  But  even  in  America  the  rate  of 
interest  has  of  late  approximated  to  that  which  prevails 
abroad,  while  no  similar  reduction  has  occurred  in  the 
cost  of  labor.  Therefore,  rough  sheds  give  place  to  costly 
depots  of  brick  and  stone ;  ten-story  office  buildings  and 
apartment  houses  rise  in  our  cities ;  and  the  steam  ferries 
and  wooden  trestles  which  formerly  carried  our  railroad 
trains  are  replaced  by  iron  bridges  costing  hundreds  of 
thousands  of  dollars. 

But  it  is  not  only  by  the  use  of  fixed  instruments  that 
capital  is  withdrawn  from  the  purchase  of  labor.  This  is 
just  as  effectively  done  when  large  stocks  of  materials  and 
goods  are  kept  on  hand,  whereby  the  movement  of  circu- 
lating capital  is  retarded,  and  its  distribution  in  wages 
made  less  frequent.  Merchants  and  speculators  may  keep 
on  hand  larger  or  smaller  stocks  of  goods.  Manufacturers 
and  shippers  may  hasten  or  slacken  the  processes  of  man- 
ufacture and  transportation.  All  will  be  guided  by  the 
expectation  of  gain ;  and  this  reduces  itself  to  a  compari- 
son of  the  interest  it  will  cost  to  carry  their  wares  with  the 
saving  in  other  costs  of  production,  or  with  their  estimate 
of  the  prospective  advance  in  the  price. 

Where  the  processes  of  productive  industry  can  be 
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hastened  by  the  use  of  additional  labor,  as  in  floating  logs 
down  the  rivers  of  Maine  and  New  Brunswick,  the  ques- 
tion is  whether  the  cost  of  such  labor  will  or  will  not 
equal  the  interest  saved.  Where  by  protracting  the 
duration  of  a  process  its  products  gain  in  quality  and 
value,  as  happens  with  leather  and  wine,  the  choice  of 
processes  depends  upon  the  comparison  of  the  enhance- 
ment of  value  with  the  additional  interest  In  different 
countries  a  different  selection  may  be  made. 

When  interest  is  low  and  wages  high,  the  employment 
of  superfluous  or  unnecessary  labor  is  carefully  avoided ; 
but  large  stocks  of  goods  are  freely  kept  on  hand,  both 
for  productive  and  for  speculative  purposes.  Low  rates 
for  money  notoriously  foster  speculation;  but,  when  a 
flurry  comes  over  the  money  market,  operators  hasten  to 
realize.  In  Europe,  low  rates  of  interest  lead  to  a  more 
general  adoption  than  is  usual  here  of  the  slower  and  the 
more  perfect  processes.  In  Scotland,  vast  quantities  of 
pig  iron  are  carried  "in  store,"  as  a  speculative  invest- 
ment, with  the  expectation  of  making  interest  on  capital 
out  of  the  rises  in  price  which  occur  from  time  to  time. 
Our  Southern  States  are  the  world's  chief  producers  of 
cotton ;  but  the  bulk  of  the  crop  soon  gravitates  to  Eng- 
land, where  the  world's  stock  is  mostly  carried  because  of 
the  difference  in-the  rate  of  interest,  which  in  the  interior 
of  Texas  is  not  less  than  ten  or  twelve  per  cent.,  and  in 
England  is  not  more  than  three  or  four. 

Where  interest  is  high  and  wages  are  low,  as  measured  in 
money  or  exchange  value,  there  we  And  a  scarcity  of 
implements  and  scanty  stores  of  goods;  but  labor  is  there 
used  with  profusion  alike  in  productive  and  in  unproduc- 
tive employments.  More  hands  are  employed  to  do  the 
same  useful  tasks,  supernumeraries  and  drones  are  more 
readily  tolerated,  and  domestic  servants  are  employed  in 
greater  numbers.  In  Russia  or  Mexico  or  India,  coun- 
tries where   labor   is   exceedingly    cheap,   a  gentleman 
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scarcely  ever  travels  without  being  accompanied  by  one  or 
more  servants ;  but  he  will  find  the  hotels  devoid  of  the 
most  necessary  and  simplest  articles  of  furniture.  The 
feudal  nobles  were  offcen  poor  in  money,  and  their  house- 
holds were  wanting  in  many  conveniences  which  every 
mechanic's  home  can  now  idBEord,  but,  on  the  other  hand, 
they  were  surrounded  by  domestics  and  retainers  of  high 
and  low  degree,  in  numbers  which  would  be  ruinous  to 
the  wealthiest  nobles  or  bankers  of  our  time.  It  was 
only  possible  to  bear  the  charge  of  all  this  throng  of  fol- 
lowers and  menials  because  the  cost  of  labor  was  small. 
Remuneration,  the  food,  clothing,  and  shelter  obtained, 
may  for  the  habits  of  that  time  have  been  ample ;  but  it 
was  paid  in  commodities  which  the  feudal  proprietor 
could  have  used  in  no  other  way.  The  money  value  of 
his  herds  and  of  his  lands  and  crops  was  next  to  nothing : 
they  could  not  be  exchanged  for  money  or  for  goods,  and 
could  only  be  used  in  this  way,  to  swell  his  pomp  and 
uphold  his  dignity  and  power. 

We  have  hitherto  spoken  chiefly  of  the  choice  between 
different  methods  of  producing  the  same  commodity  or 
commodities  which  are  virtually  the  same.  This  is  guided 
solely  by  the  preference  for  cheapness. 

The  choice  between  industries  which  produce  different 
commodities  is  guided  in  much  the  same  manner.  The 
amount  which  men  desire  of  any  particular  commodity 
varies  as  its  price  varies.  But  cheapness  is  not  here  the 
sole  motive  of  choice,  and  variations  in  price  do  not  influ- 
ence the  demand  for  every  commodity  in  the  same  degree. 
The  demand  for  bread  is  but  little  affected  by  price ;  but 
the  demand  for  seats  at  the  opera  is  affected  very  greatly. 

Observe  how  greatly  the  proportions  of  labor  and  of 
auxiliary  capital  employed  in  different  industries  vary.  In 
growing  wheat  or  raising  garden  produce,  apart  from  the 
value  of  land,  the  outlay  consists  almost  entirely  of  labor ; 
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but  in  pasturage,  on  the  other  hand,  an  utterly  insignifi- 
cant amount  of  labor  under  some  conditions  is  sufficient 
to  care  for  yast  sums  of  capital,  as  is  the  case  on  Western 
ranches  or  on  Australian  sheep-runs.  The  lace-maker 
requires  no  capital  but  a  cushion  and  some  thread.  The 
prospector  in  our  Western  mining  regions  requires  no 
capital  but  a  grub  stake  and  a  pick  and  spade  and  basin. 
Little  more  capital  than  this  is  needed  by  the  fisherman 
and  the  hunter.  In  making  roads  or  in  building  dams 
or  embankments,  very  little  capital  sets  in  motion  great 
amounts  of  labor.  On  the  other  hand,  in  operating  a 
railroad,  a  vast  amount  of  capital  is  operated  by  a  few 
laborers.  In  a  water  works,  the  proportion  of  labor  is  still 
less.  In  a  water  works  on  the  gravity  system,  a  plant 
worth  one  hundred  thousand  dollars  may  sometimes  be 
readily  managed  by  a  couple  of  men. 

It  is  not  necessary  to  inquire  here  what  may  be  the 
extent  and  the  limits  of  the  influence  which  cheapness 
exerts  upon  the  choice  between  industries.  It  is  sufficient 
to  observe  that,  so  far  as  this  influence  extends,  low 
interest  and  a  high  price  of  labor  encourage  industries 
which  employ  large  capitals  and  small  amounts  of  labor, 
and  men  indulge  freely  in  those  gratifications  which  such 
industries  provide ;  but  that  high  interest  and  low-priced 
labor  stimulate  industries  which  employ  much  labor  and 
little  capital. 

The  choice  between  industries  producing  different  com- 
modities by  different  proportions  of  labor  and  capital,  so 
far  as  it  is  guided  by  cost,  is  therefore  decided  in  the  same 
way  as  the  choice  between  different  methods  of  producing 
the  same  commodity  ;  namely,  by  the  relative  cost  of  labor 
and  of  interest.  Were  it  impossible  that  labor  and  auxil- 
iary capital  should  supplant  each  other  in  the  production 
of  a  single  commodity,  the  demand  for  labor  and  for  the 
use  of  auxiliary  capital  would  still  depend  upon  their 
relative  cost  or  price ;  for  it  would  depend  absolutely  and 
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directly  upon  the  demand  for  the  different  commodities 
into  which  each  respectively  enters  the  most  largely,  and 
this  demand,  always  supposing  desire  to  be  governed  by 
cheapness  alone,  would  depend  in  turn  upon  the  price  of 
labor  and  of  interest.  The  relative  demand  for  labor  and 
for  auxiliary  capital  would  still  depend  upon  the  price  of 
their  use ;  but  the  process  would  be  a  little  less  direct  than 
where  the  choice  lies  between  different  methods  of  the 
same  industry. 

The  law  of  the  price  of  labor  would  then  assume  this 
form :  JSquilibrivm  can  ardy  exist  in  the  price  of  labor  and 
in  the  price  of  uiinff  capital  when  it  is  impossible  to  auffment 
the  svm  of  gratifications  by  supplanting  industries  employing 
a  large  proportion  of  one  by  industries  employing  a  large 
proportion  of  the  other. 

Among  the  industries  between  which  desire  is  evenly  bal- 
anced^ there  are  some  in  which  labor  predominates^  and 
some  in  which  capital  predominates.  The  price  of  labor 
which  will  produce  any  gratification  in  the  former  indus- 
tries  equals  the  cost  of  using  capital  to  produce  in  the 
latter  other  gratifications  equally  esteemed  by  human  desire. 
And  the  same  prices  will  be  paid  for  the  use  of  labor  and  for 
the  use  of  capital  in  all  their  employments  as  are  paid  for 
them  here. 

If  the  price  of  labor  be  excessively  high,  the  price  of 
those  commodities  into  which  labor  most  largely  enters 
will  also  be  high,  and  the  demand  for  them  will  slacken. 
Employers  will  withdraw  capital  from  their  production  in 
order  to  embark  it  in  industries  using  a  greater  proportion 
of  auxiliary  capital.  The  demand  for  labor  and  its  price 
will  fall,  and  the  use  of  auxiliary  capital  will  grow  at  its 
expense  until  equilibrium  is  restored.  Thus  every  depart- 
ure of  wages  from  their  normal  rate  works  its  own  cure. 

But,  in  so  far  as  desire  rejects  the  guidance  of  cheapness 
and  is  led  by  the  various  human  appetites,  it  may,  accord- 
ing to  the  nature  of  those  appetites,  direct  industry  into 
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channels  requiring  much  labor  or  into  others  requiring 
much  capital.  In  the  first  case  it  stimulates  and  in  the 
latter  case  it  depresses  the  demand  for  labor.  But  the 
further  consideration  of  this  point  lies  without  the  scope 
of  this  paper. 

V. 

In  this  paper  we  have  treated  the  wages  question  as  a 
special  case  of  the  law  of  value  and  subject  to  the  opera- 
tion of  supply  and  demand.  We  recognized  at  the  outset 
that  supply,  being  for  moderate  periods  of  time  constant, 
the  market  price  depends  upon  the  demand,  while  the 
demand  in  its  turn  always  depends  upon  price;  and  we 
set  about  finding  the  condition  upon  which  equilibrium 
would  establish  itself  in  these  things.  In  so  doing,  we 
were  obliged  to  define  wages ;  and,  in  the  only  sense  in 
which  wages  influence  demand,  they  mean  the  money  price 
of  the  services  of  labor. 

We  have  seen  that  capital  and  labor  compete  with  each 
other  for  employment,  being  able  often  to  supplant  each 
other  and  to  render  the  same  or  equally  desirable  services ; 
and  we  have  noticed  how  greatly  the  amounts  vary  of  the 
capital  and  of  the  labor  which  can  do  this  in  different 
employments. 

Where  the  smallest  amount  of  capital  will  supplant  the 
largest  amount  of  labor,  there  the  advantage  of  employing 
capital  is  greatest,  and  there  capital  will  be  exclusively 
employed :  where  the  least  amount  of  labor  will  supplant 
the  largest  amount  of  capital,  there  the  advantage  of  labor 
is  greatest,  and  there  labor  will  be  exclusively  employed. 
The  advantages  of  labor  over  capital  and  of  capital  over 
labor  shade  off  from  these  points  in  an  infinite  number  of 
successive  and  minute  gradations  until  they  finally  merge 
at  a  point  where  labor  and  capital  can  be  indifferently 
used  with  equal  advantage  and  profit  to  the  employer. 

At  this  point,  the  same  price  must  be  paid  for  the 
services  of  labor  as  for  the  same  or  for  equal  services  ren- 
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dered  by  capital.  We  accordingly  reach  this  formula: 
The  same  pricey  whether  it  be  called  wagee  or  intereet^  is 
paid  for  that  amount  of  labor  and  for  that  amount  of  capittU 
which  can  supplant  each  other  and  render  the  same  services 
in  those  industries  where  their  relative  superiorities  merge, 
or  which  can  in  different  industries  render  services  equally 
esteemed  by  effective  desire.  And  the  same  prices  as  are 
paid  in  these  cases  for  labor  and  for  the  use  of  capital  are 
also  paid  for  them  in  all  their  other  employments. 

It  seems  to  follow  from  this  that  in  a  ceiiiain  sense 
wages  and  interest  are  the  same  thing ;  that  is  to  say,  that 
they  are  paid  indifferently  by  the  employer  for  services 
which,  although  rendered  by  very  diverse  and  competing 
agencies,  are  to  him  equivalent.  This  conclusion  accords 
with  the  fact  that  high  or  low  rates  for  interest  and  for 
wages  often  coincide,  and  that  their  fluctuations  to  a  great 
extent  happen  and  progress  concurrently. 

To  complete  the  theory  of  wages,  it  remains  to  inquire 
at  what  point  labor  and  capital  do  actually  supplant  each 
other,  and  what  are  the  causes  of  wages  and  interest  being 
really  high  or  low.  These  causes  are  all  comprised  in  the 
state  of  nature  and  of  the  arts,  in  the  supplies  of  labor 
and  of  capital,  and  in  the  character  of  human  appetites. 
Space  forbids  our    entering    further    upon  these  topics 

here. 

Stuabt  Wood. 
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THE  AUSTRALIAN  TARIFF  EXPERIMENT. 

The  rival  policies  of  protection  for  domestic  industries  and 
tariff  for  reyenne  only  have  been  tried  in  Australia,  side  by 
side,  under  conditions  enough  alike  and  for  a  long  enough 
time  to  give  value  to  a  comparative  statement  of  the  progress 
made  by  New  South  Wales  and  Victoria.  The  latter  is  the 
smaller  and  the  younger  of  the  two.  It  was  created,  however, 
simply  by  cutting  off  a  portion  of  New  South  Wales ;  and  it 
has  had  a  separate  existence  for  nearly  forty  years.  The  dis- 
covery of  gold  mines  drew  population  rapidly  into  the  younger 
colony;  and  for  a  time  it  had  a  larger  population  than  the 
mother  colony,  in  which  the  mining  excitement  had  somewhat 
abated.  Each  colony  controls  its  own  affairs.  Victoria  early 
adopted  the  protective  system.  New  South  Wales  adheres  to 
free  trade,  or,  more  exactly,  a  tariff  for  revenue  only.  In  1886, 
the  colonial  legislature  made  a  movement  in  the  direction  of 
protection,  imposing  many  new  duties  and  advancing  old 
ones ;  but  this  step  was  retraced  at  the  very  next  session  of 
the  legislature.  The  colonies  adjoin  each  other.  Melbourne 
and  Sydney  are  the  conmiercial  rivals  of  the  Australian  conti- 
nent. Each  colony  is  entirely  satisfied  with  its  own  fiscal  sys- 
tem. We  observe  one  important  fact  at  the  very  threshold  of 
this  inquiry;  namely,  that  States  may  exist  side  by  side  under 
the  two  antagonistic  policies,  and  neither  will  drive  the  other 
out  of  existence  or  into  bankruptcy. 

Since  1870,  the  growth  of  population  has  been  more  rapid 
in  New  South  Wales  than  in  Victoria.*  In  the  year  men- 
tioned, the  former  colony  had  520,000  inhabitants,  and  the 

*The  laets  resrardin^  these  oolooiee  here  stated  are  taken  from  3^  Colonial 
Civa  Uii  for  1887;  Eeltie*s  atatumajCi  Year-book  for  1888;  Mr.  Hayter's 
oomprehensiTe  and  weU-ananged  Vidonan  Year-book  for  1886-^7 ;  the  British 
Cohmal  Statistical  Abttraet  for  1886 ;  and,  some  pre-vions  jrears,  a  semi-official 
pnblioation  entiiled  An  Eaaay  on  New  Sovth  WaUs^  by  C.  H.  Reid,  Sydney, 
1876 ;  and  reports  from  Mr.  Griffen,  United  States  oonsol  at  Sydney,  in  the 
monthly  pnbHeations  of  Consular  Reports  for  March  and  NoTcmber,  1887 ;  and 
in  QMoial  issne  No.  40,  Consular  Reports;  and  the  Handbook  to  the  Statistical 
Ref^stsr  (f  New  South  Wales,  1886,  by  T.  A.  Coghlan,  goremment  statistician. 
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latter  had  780,000;  in  1880,  New  South  Wales  had  gained 
substantially  on  the  other,  having  730,000  inhabitants  to  860,- 
000  in  Victoria;  in  1886,  New  South  Wales  had  practically 
caught  up  with  Victoria,  the  former  having  a  population  of 
1,001,966  and  the  latter  of  1,003,048.  In  sixteen  years,  the 
population  of  the  free-trade  colony  had  nearly  doubled,  and 
that  of  the  protection  colony  had  increased  thirty-seven  per 
cent.  The  Victorian  Year-book  gives  only  immigration  and 
emigration  by  sea ;  and  Mr.  Hayter  points  out  that  there  are 
now  ample  facilities  for  moving  from  one  colony  to  another 
by  land,  and  that  at  Victorian  ports  immigrants  in  transit  are 
counted,  so  that  in  the  case  of  his  own  colony  the  numbers  of 
immigrants  and  emigrants  are  liable  to  overstatement.  The 
figures  show  that  in  the  thirteen  years,  1873-86,  Victoria  re- 
ceived 741,180  immigrants,  and  lost  614,906  emigrants;  New 
South  Wales  received  669,795  and  lost  376,461,  so  that  the 
protection  colony's  net  gain  from  immigration  was  126,274, 
and  the  free-trade  colony's  net  gain  was  293,334. 

During  the  six  years,  1881-86,  Victoria  made  a  net  gwn  of 
population  &om  all  the  Australasian  colonies  except  New 
South  Wales  amounting  to  83,657;  but  during  this  period 
her  net  loss  to  New  South  Wales  was  27,961. 

During  the  eight  years,  1879-86,  the  free-trade  colony  dis- 
posed of  nearly  three  times  as  much  land  as  the  protection 
colony ;  but  this  would  seem  to  be  due  to  the  higher  price  at 
which  Victoria  held  her  public  domain,  and  the  greater 
amount  of  grazing  in  New  South  Wales.  The  latter  sold  and 
granted  more  than  forty-six  and  a  half  million  acres  of  land  at 
a  little  less  than  twenty  shillings  an  acre ;  while  Victoria  dis- 
posed of  less  than  fifteen  million  acres  at  a  trifle  more  than 
thirty  shillings  an  acre.  Victoria  greatly  exceeds  New  South 
Wales  in  the  production  of  wheat,  barley,  oats,  potatoes,  and 
wine ;  and  New  South  Wales  produces  about  fifteen  times  as 
much  maize  as  Victoria.  With  an  equal  population.  New 
South  Wales  had  in  1886  considerably  more  horses,  cattle, 
and  sheep  than  Victoria. 

Between  1880  and  1886,  New  South  Wales  increased  its 
railroad  mileage  from  849  to  1,935 ;  while  Victoria  increased 
its  railroad  mileage  only  from  1,199  to  1,753.    The  smaller 
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area  of  Yiotoria  renders  a  large  mileage  less  necessary  than  in 
New  Sonth  Wales.  The  cost  per  mile  of  railroads  at  the  end 
of  1886  was  for  Victoria  £13,684  and  for  New  South  Wales 
£11,994;  but  this  difference  is  explained  by  the  fact  that  in 
Victoria  all  railways  have  a  gauge  of  five  feet  three  inches, 
while  in  New  South  Wales,  with  the  exception  of  one  line 
having  that  gauge,  the  standard  American  gauge  of  four  feet 
eight  and  a  half  inches  has  been  adopted.  In  1885,  New 
South  Wales  had  10,351  miles  of  telegraph  and  Victoria  had 
4,094,  which  may  also  be  accounted  for  by  the  difference 
between  the  areas  of  the  two  colonies.  Large  as  this  differ- 
ence of  area  is,  in  each  of  them  the  total  population  is  so 
small  compared  with  the  area  that,  so  far  as  land  is  concerned, 
the  two  colonies  are  in  practically  the  same  economic  condi- 
tion. 

The  bank  deposits  of  Victoria  were  in  1870  largely  in  excess 
of  those  of  New  South  Wales,  being  £10,899,026  in  the 
former  and  £6,107,999  in  the  latter;  in  1875,  the  bank  de- 
posits in  the  two  colonies  were  almost  exactly  equal,  being  for 
each  colony  a  little  more  than  thirteen  million  pounds;  in 
1886,  they  were  £81,239,472  in  Victoria  and  £28,428,253  in 
New  South  Wales.  In  each  colony,  the  aggregate  bank  assets 
had  increased  between  1881  and  1886  from  less  than  twenty- 
eight  to  more  than  forty-one  million  pounds.  In  1887,  the 
liabilities  of  the  banks,  exclusive  of  capital,  were  £35,631,420 
in  Victoria  and  £31,789,090  in  New  South  Wales;  and  the 
assets  were  £48,623,030  in  Victoria  and  £42,095,290  in  New 
South  Wales.  On  the  30th  of  June,  1887,  the  ratio  of  bank 
liabilities  to  assets  was  75.10  per  cent,  in  New  South  Wales 
and  81.68  per  cent,  in  Victoria. 

The  sayings  banks  statistics  show  immense  gains  between 
1881  and  1886.  In  1871,  the  deposits  were  £930,000  in  New 
South  Wales  and  £1,100,000  m  Victoria;  in  1881,  they  were 
£1,500,000  in  the  former  and  £1,600,000  in  the  latter;  in 
1886,  they  were  £3,504,804  in  the  former  and  £3,431,000  in 
the  latter.  Mr.  Hayter  gives  two  statements  of  the  number 
of  depositors  and  the  amount  of  deposits  in  Victorian  savings 
banks  in  1886,  without  offering  any  explanation.  They  evi- 
dently are  statements  for  different  dates  in  the  same  year.    The 
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numbers  of  depositors  in  New  South  Wales  in  the  three  years 
indicated  were  21,000,  32,000,  and  111,944,  and  in  Victoria 
88,000,  76,000,  and  194,631.  According  to  these  figures,  in 
1871  the  average  deposit  was  £44  in  New  South  Wales  and 
£29  in  Victoria;  in  1881,  it  had  risen  to  £47  in  the  former 
and  fallen  to  £15  in  the  latter;  and  in  1886  it  had  fallen  in 
New  South  Wales  to  £31  6«.  2cL  and  risen  in  Victoria  to 
£17  128.  Id,  But  the  total  number  of  depositors  given  in 
the  Victorian  Year-book  is  the  sum  of  the  depositors  in 
the  general  savings  banks  and  the  depositors  in  the  post- 
office  savings  banks;  and  probably  a  great  many  persons 
are  depositors  in  both.    The  figures  given  in  the  New  So%tth 

Waies  Hdnd-iook  show  that  in  1886  the  general  savings 
banks  of  New  South  Wales  contained  £2,081,498,  belonging 
to  52,878  depositors,  an  average  of  £89  15«.  each.  The  post- 
office  savings  banks  held  £1,423,305,  belonging  to  59,566  de- 
positors, an  average  of  £23  18«.  Mr.  Hayter's  figures  for 
Victoria  the  same  year  show  111,031  depositors  and  £2,322,- 
959  of  deposits  in  the  general  savings  banks  and  78,328  de- 
positors and  £1,266,957  deposits  in  the  post-office  savings 
banks.  In  the  former,  the  average  deposit  was  £20  18«.  5tf., 
and  in  the  latter  £16  3«.  %d.  Assuming  that  no  persons  have 
deposits  in  both  kinds  of  banks,  and  that  the  total  number  of 
depositors  in  Victoria  is  194,631,  as  Mr.  Hayter  states  in  one 
place  instead  of  189,359  as  he  states  in  another,  19.4  of  the 
population  of  Victoria  and  only  11.17  per  cent,  of  the  popula- 
tion of  New  South  Wales  are  depositors ;  but  the  average 
deposits  are  much  larger  in  the  latter  colony,  and  the  aggre- 
gate of  deposits  in  New  South  Wales  has  gained  rapidly  on 
that  of  Victoria.  On  the  basis  of  population,  the  average 
deposit  in  New  South  Wales  would  be  a  trifle  the  larger. 
All  the  post-office  savings  banks  pay  4  per  cent. :  the  general 
savings  banks  pay  4  per  cent,  in  Victoria  and  6  per  cent,  in 
New  South  Wales. 

In  both  colonies,  the  eight-hour  working  day  prevails.  The 
following  are  the  rates  of  wages  in  the  two  colonies,  so  far  as 
the  tables  in  the   Victorian  Year-book  and   the  Neto  South 

Wales  Handbook  admit  of  comparison:  — 
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New  Soath  Wales.  YictorU. 

11«.  10tol2«. 

Bricklajren, lU.  10  to  12«. 

Plasteren, lU.  10tol2«. 

Carpenten  and  joiners,  .    .    .        9«.  10  to  12«. 

FAinten, 9«.  8  to  10«. 

Laboren, 8<.  6<.  6</.  to  lOf. 

Slaten, 10tol2«.  10  to  12«. 

Iron  moolders, 8<.  to  9s.  4cf.  8  to  12$. 

Plnmbers  and  ga»>fitter8,    .    .  lOtolU.  10«. 

Boiler-makers, 10«.  10  to  14«. 

Shipwrights, 11  to  12<.  13f. 

FUriers  (per  week),  ....  S5  to  55«.  35  to  50t. 

Blacksmiths, 6  to  10«.  10  to  14«. 

Tinsmiths, 7  to  9s.  6s.  8</.  to  10a. 

Tailors  (per  week),    ....  50  to  60s.  50  to  60s. 

Pressers  (per  week),  ....  50  to  60s.  40  to  55s. 

Compositors, 13  to  14^.  per  M.       13^.  per  M 

Upholsterers, 10  to  12s.  7s.  6d.  to  10s. 

Coopers  (per  week),   ....  40  to  50s.  54  to  60s. 

QnanTmen, 7s.  6</.  to  10s.  8  to  12s. 

Mr.  Hayter  states  that  in  1886  the  unemployed  in  New 
South  Wales  numbered  9,813,  and  in  Victoria  only  4,478. 

Consul  6ri£Een,  in  a  report  to  the  State  Department,  dated 
June  11, 1888,  presents  a  statement  that  the  annual  average 
consumption  of  sugar  for  each  individual  is  92^  pounds  in  Vic- 
toria and  102  pounds  in  New  South  Wales.  And  he  says :  ^^  An 
interesting  fact  in  connection  with  the  consumption  of  sugar 
in  the  two  colonies  is  that  sugar  is  not  the  only  luxury  which 
is  more  largely  used  in  New  South  Wales  than  in  Victoria. 
The  population  of  the  two  colonies  is  about  the  same ;  but  the 
average  consumption  of  tea,  currants,  raisins,  beer,  spirits, 
tobacoo, — indeed,  almost  every  luxury  except  coffee, —  is 
heavier  in  New  South  Wales  than  Victoria. . . .  Mr.  Pulsford, 
to  whom  I  am  indebted  for  this  comparison,  is  very  decided 
in  the  opinion  that  the  well-being  of  the  two  populations  can 
be  shown  by  their  relative  spending  powers.  He  thinks  these 
comparisons  very  significant,  and  in  endeavoring  to  explain 
why  the  people  of  New  South  Wales  consume  more  sugar, 
currants,  tobacco,  beer,  spirits,  etc.,  than  the  people  of  Vic- 
toria, says :  — 

''  If  the  people  of  New  South  Wales  took  more  spirits  and  less  tea  than 
the  Victorians,  the  case  would  look  different ;  but,  when  we  find  that 
New  South  Wales  is  ahead  in  both  intoxicants  and  non-intoxicants,  we 
must  be  very  dull  scholars  if  we  cannot  understand  the  reason  why. 
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Sugars  and  dried  fmiU  also,  which  in  the  form  of  lollies  and  cakes  rep- 
resent so  mach  enjoyment  to  the  children,  are  bought  much  more  freely 
in  this  colony.  A  portoin  of  this  excess  is  probably  due  to  the  fact  that 
the  population  of  New  South  Wales  represents  a  greater  effective  or 
working  power  than  that  of  Victoria.  But  this  is  far  more  than  out- 
weighed by  the  fact  that  the  average  duties  on  the  articles  are  much 
higher  in  New  South  Wales  than  in  Victoria  :  thus  sugar  pays  5s.  ($1.22) 
per  hundred  pounds  duty  against  only  8s.  (73  cents)  in  Victoria,  and  spii^ 
its  pay  12s.  ($2.92),  both  customs  and  excise,  while  in  Victoria  the  ex- 
cise is  8s.  ($1.95)  and  10s.  ($2.43).  Of  course,  if  the  duties  in  New  South 
Wales  on  these  articles  were  as  low  as  they  are  in  Victoria,  the  consump- 
tion in  New  South  Wales  would  be  still  larger." 

As  the  prime  object  of  a  protective  tariff  is  to  promote  man- 
afactares,  it  is  a  fact  of  great  importance  that,  according  to 
Mr.  Griffen,  the  horse-power  of  the  factories  in  the  free- 
trade  colony  in  1887  was  25,192  against  20,160  for  the  protec- 
tion colony;  and  the  manufacturing  industries  of  the  free- 
trade  colony  employed  45,783  persons,  and  those  of  the  pro- 
tection colony  employed  49,297,  with  the  qualification  that 
seyeral  trades  which  are  incladed  in  the  Victorian  statement 
are  not  incladed  in  the  statement  for  New  South  Wales.  Mr. 
Griffen  believes  that,  with  this  correction,  the  manufactures  of 
New  South  Wales  employ  as  many  persons  as  those  of  Vic- 
toria ;  while  the  value  of  the  manufacturing  plant  in  the  former 
is  estimated  at  125,000,000,  and  that  of  the  latter  at  123,270,- 
000.  Mr.  Eeltie's  figures  differ  from  these  mainly  in  giving  a 
most  disproportionate  valuation  to  the  manufacturing  plant  in 
Victoria.  According  to  him,  in  1886  New  South  Wales  con- 
tained 8,694  manufacturing  establishments,  employing  45,753 
persons,  having  engines  of  25,192  horse-power,  and  valued  at 
£5,801,757 ;  while  in  1887  Victoria  had  2,770  establishments, 
of  which  1,440  had  engines  with  a  horse-power  of  20,000, 
employing  45,773  persons,  with  a  plant  valued  at  £11,028,000. 
It  is  quite  possible  that  some  elements  in  the  value  of  the  plant 
in  Victoria  were  not  included  in  New  South  Wales. 

The  woollen  industry  is  not  protected  in  New  South  Wales : 
in  Victoria,  it  is  protected  by  duties  ranging  from  7^  to  30  per 
cent.  In  neither  colony  has  the  manufacture  of  woollens  yet 
become  an  important  industry.  In  the  free-trade  colony,  the 
number  of  persons  it  employs  is  not  only  small,  but  growing 


Digitized  by 


Google 


THE  AUBTBALIAN  TARIFF  EXPERIMENT  98 

smaller,  although,  measured  by  the  product,  the  woollen  manu- 
facture is  not  running  down  much.  The  number  of  persons 
employed  and  the  yards  of  material  turned  out  for  five  years 
are  as  follows :  — 


Yew. 

Brnployees. 

Tarda  of  oloth. 

188S 

385 

319,885 

1883 

372 

358,000 

1884 

31S 

305,000 

1885 

383 

337,750 

1886 

188 

384,788 

The  Victorian  mills  employed  750  persons  in  1882,  and  980 
in  1887.  In  this  last  year,  however,  there  was  a  decrease,  as 
compared  with  1886,  of  one  mill  (leaving  eight  in  operation), 
of  8,232  spindles,  of  146,489  pounds  of  wool  consumed,  of  76 
employees,  of  119,216  yards  of  piece  goods,  and  898  pairs  of 
blankets  manufactured,  against  which  there  was  a  gain  of  48 
shawls  made.  In  fact,  the  Victorian  woollen  industry  seems 
to  be  in  a  discouraging  condition.    Mr.  Griffen  reports :  — 

At  the  last  session  of  Parliament,  an  additional  ad  valorem  duty  of 
five  per  cent,  was  added;  but  the  manufacturers  have  ever  since  been 
clamoring  for  a  still  farther  increase.  Bir.  Monro,  a  member  of  the 
Victorian  Parliament  and  a  manufacturer,  stated  recently  in  the  Assem- 
bly that  the  mill  with  which  he  was  connected  lost  the  whole  of  its 
capital,  $90,000,  of  which  $15,000  had  been  subscribed  by  himself;  and 
that  the  woollen  industry  of  the  colony  was  on  the  verge  of  ruin.  The 
Ballarat  Mill,  he  said,  which  was  regarded  as  the  most  substantial  in 
Victoria,  had  not  paid  a  profit  for  years;  and  an  ad  valorem  duty  of 
twenty  x>er  cent  might  possibly  enable  the  mills  to  struggle  along  for 
a  few  years.  Then  they  would  die  an  agonizing  death.  He  did  not 
think  that  even  fifty  per  cent  ad  valorem  duty  would  make  them  profita- 
ble to  their  owners. 

The  woollen  protection  of  Victoria,  which  has  failed  thus 
far  to  make  the  manufacture  of  woollens  profitable,  has  not 
done  a  great  deal  to  encourage  sheep-raising.  New  South 
Wales  contained  17,560,000  sheep  in  1872,  over  85,000,000  in 
1880,  nearly  38,000,000  in  1883,  and  39,169,304  sheep  in  1886. 
During  each  of  these  years,  the  number  of  sheep  in  Victoria 
was  between  ten  and  eleven  millions.  In  1872,  Victoria  had 
more  than  half  as  many  sheep  as  New  South  Wales ;  in  1886, 
it  bad  but  little  more  than  one-fourth  as  many.  The  wool 
export  of  New  South  Wales  was  nearly  fifty  per  cent,  more 
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than  that  of  Victoria  in  the  years  1880,  1881, 1882,  and  con- 
siderably more  than  fifty  per  cent,  in  excess  in  the  years  1883, 
1884, 1885,  1886.  A  large  portion  of  the  wool  exported  from 
Victoria  is  produced  in  the  adjacent  colonies. 

The  manufacture  of  boots  and  shoes  is  protected  in  Victoria, 
and  not  in  New  South  Wales.  Naturally  enough,  New  South 
Wales  imports  boots  and  shoes  much  more  fireely  than  Victoria. 
In  1886,  the  imports  by  the  former  amounted  to  £582,818,  and 
those  by  the  latter  to  only  £105,828.  But  in  the  same  year 
New  South  Wales  exported  £23,164  worth  of  home-made  and 
£80,673  worth  of  imported  boots  and  shoes,  a  total  of  £103,- 
837 ;  and  Victoria  exported  only  £20,926  worth  of  home-made 
and  £28,334  worth  of  imported  boots  and  shoes,  a  total  of 
£49,260.  During  the  five  years,  1882-86,  New  South  Wales 
exported  fifty-five  thousand  pounds  worth  of  boots  and  shoes 
made  in  the  colony  more  than  Victoria  did.  The  boot  and 
shoe  industry  in  New  South  Wales  employed  2,272  persons  in 
1886,  and  during  a  term  of  years  the  number  was  slowly 
increasing.  The  boot  and  shoe  export  of  Victoria  in  1879 
amounted  to  the  considerable  sum  of  £128,217,  or  more  than 
two  and  one-half  times  what  it  was  in  1886.  In  fact,  the 
export  in  1886,  although  larger  than  in  1885,  was  smaller  than 
it  was  so  long  ago  as  1872.  The  following  passage,  from  the 
report  of  a  committee  to  a  meeting  of  the  boot  and  shoe 
manufacturers  of  Melbourne,  is  quoted  by  Mr.  Baden  Powell 
in  his  article  in  the  Contemporary  Review  for  March,  1882 :  — 

Our  travellers  report  to  as  that  they  find  very  great  difficulty  in  plac- 
ing our  orders  on  the  neighboring  markets,  principally  through  the  com- 
petition of  Sydney,  with  their  own  manufacture  and  European  imported 
sold  sufficiently  low  to  secure  the  custom.  It  musl  be  remembered  that 
Sydney  has  always  had  a  steady  export  of  her  own  manufactures,  and  that 
her  manufacturers  are  giving  inducements  to  our  best  work  people  to 
remove  there.  It  also  most  be  remembered  that  all  leathers  —  the  boot 
manufacturers'  raw  material — are  admitted  free  into  the  port  of  Sydney; 
while  aD  import  duty  of  seven  and  a  half,  ten,  and  twenty  per  cent  is 
enforced  in  Victoria,  thereby  placing  the  Sydney  manufacturer  at  an 
advantage. 

The  fact  that  three  years  after  this  complaint  of  the  pro- 
tected shoe  manufacturers  their  export  trade  had  fallen  to 
forty  per  cent,  of  what  it  was  three  years  before  their  com- 
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plaints  indicates  that  they  continued  to  find  it  difficult  to 
place  their  orders  in  competition  with  the  shoe  manofactorers 
of  the  free-trade  colony,  and  continued  to  lose  their  best  work- 
men to  Sydney, 

Taking  the  manufacturing  industries  of  Victoria  in  a  mass, 
it  appears  from  the  colonial  Year-book  that  in  1887  there 
was  a  decrease,  as  compared  with  1886,  of  14  establishments 
and  3,193  employees  in  all  the  concerns,  exclusive  of  flour 
mills,  breweries,  distilleries,  brick-yards,  potteries,  tanneries, 
f ellmongeries,  wool-washing  establishments,  woollen  mills,  soap, 
candle,  and  tobacco  factories.  Including  all  of  these,  there 
was  a  decrease  of  43  in  the  number  of  establishments  and 
8,524  in  the  number  of  employees. 

The  number  of  persons  employed  in  all  manufacturing  proc- 
esses steadily  increased  in  New  South  Wales  from  25,714  in 
1879  to  45,788  in  1886.  In  the  latter  year  there  were  en- 
gaged  in  making  agricultural  and  dairy  implements  281  per- 
sons; boots  and  shoes,  2,272;  clothing,  3,260;  in  iron  and 
brass  founderies,  1,292 ;  in  machinery  and  engineering,  2,197  ; 
in  other  metal  industries,  3,449 ;  in  building  materials,  9,187 ; 
ship  building  and  repairing,  1,077;  furniture,  bedding,  and 
the  like,  1,380 ;  books,  paper  printing,  and  engraving,  8,659 ; 
and  in  carriage  works,  1,917. 

As  we  should  expect  especially  protected  industries  in  Vic- 
toria to  show  a  development  beyond  that  of  like  industries 
in  New  South  Wales,  so  we  should  expect  the  commerce  and 
shipping  of  the  latter  to  exceed  that  of  the  former.  Here  the 
results  are  less  disappointing.  In  the  ten  years,  1876-85,  New 
South  Wales  built  627  vessels,  with  a  tonnage  of  41,500 ;  and 
from  year  to  year  there  was  generally  an  increase.  In  the 
same  period,  Victoria  built  80  vessels,  with  a  tonnage  of  3,811, 
the  business  generally,  and  in  the  last  five  years  rapidly,  dimin- 
ishing. The  steam  and  sail  shipping  owned  in  the  two  col- 
onies in  1885  was  67,517  tons  for  Victoria  and  122,293  tons 
for  New  South  Wales.  During  the  ten  years,  1877-86,  the 
aggregate  tonnage  of  vessels  entering  and  clearing  for  the  two 
colonies  was  26,122,782  tons  for  Victoria  and  32,818,029  tons 
for  New  South  Wales.  In  1886,  97.05  per  cent,  of  the  ships 
arriving  in  Victorian  ports  came  with  cargoes  and  2.95  per 
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cent,  came  in  ballast,  while  only  73.11  per  oent.  sailed  with 
cargoes  and  26.89  per  cent,  sailed  in  ballast.  Numerically,  68 
ships  arrived  in  ballast  and  625  sailed  in  ballast.  In  tonnage, 
1.01  per  cent,  arrived  in  ballast  and  24.34  per  cent,  sailed  in 
ballast.  On  the  other  hand,  of  the  shipping  that  entered  and 
cleared  from  ports  in  New  South  Wales  in  the  seven  years, 
1880-86, 10,513,392  tons  came  with  cargoes  and  2,240,556  tons 
came  in  ballast,  12,539,808  tons  sailed  with  cargoes  and  227,- 
064  sailed  in  ballast.  In  1886,  1,760,649  tons  entered  with 
cargoes  and  358,969  entered  in  ballast,  2,103,351  sailed  with 
cargoes  and  only  40,635  sailed  in  ballast.  For  1886,  16.74 
per  cent,  of  the  tonnage  entered  in  ballast  and  1.89  per  cent, 
cleared  in  ballast.  For  the  seven  years,  17.54  per  cent,  en- 
tered and  1.8  per  cent,  cleared  in  ballast. 

The  protective  system  is  intended  specifically  to  diminish 
importation,  and  is  also  expected  to  prevent  money  &om 
going  out  of  the  country.  For  the  seven  years,  1880-86,  the 
balance  of  trade  was  against  both  these  colonies;  but,  taking 
specie  and  bullion  out  of  the  account,  the  balance  of  trade  in 
merchandise  against  Victoria  was  more  than  £11,000,000 
greater  than  it  was  against  New  South  Wales.  The  free- 
trade  colony  imported  £13,000,000  worth  more  than  Victoria 
did,  but  it  also  exported  £24,000,000  worth  more  than  Vic- 
toria did.  The  imports  of  New  South  Wales  for  the  seven 
years  were  £140,866,417,  of  which  £9,972,875  was  specie  and 
bullion.  The  total  imports  of  Victoria  were  £123,544,154,  of 
which  £5,879,481  was  specie  and  bullion.  The  exports  of 
New  South  Wales  amounted  to  £118,522,629,  of  which  £10,- 
531,758  was  in  specie  and  bullion ;  and  the  exports  of  Victoria 
amounted  to  £108,201,103,  of  which  £24,687,791  was  in  specie 
and  bullion. 

In  1886,  New  South  Wales  imported  nearly  twice  as  much 
machinery  as  Victoria,  but  did  not  import  quite  so  much  iron 
and  steel.  The  former  imported  five  times  as  much  of  the 
manufactures  of  leather  and  more  than  twice  as  much  of 
linens,  woollens,  drapery,  and  haberdashery  as  Victoria  did. 
Both  colonies  re-exported  much  of  their  imports. 

The  Victorian  exports  in  1886  were  four  and  a  half  million 
pounds  sterling  less  than  in  1881  and  two  and  a  half  millions 
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less  than  in  1876.  The  articles  showing  an  increase  in  1886 
over  both  the  previous  dates  were  potatoes,  tea,  hides,  soap, 
hay,  and  straw.  Wine,  candles,  bark,  and  tin  ore  show  an 
increase  over  1881,  but  a  decrease  from  1876.  Books,  cloth- 
ing, butter  and  cheese,  breadstufEs,  skins  and  pelts,  leather, 
copper  ore,  and  live  stock  show  an  increase  over  1876,  but  a 
decrease  from  1881.  In  trading  with  the  other  colonies,  Vic- 
toria exported  more  than  she  imported  in  1883,  when  the 
excess  was  £85,926;  but  in  all  the  other  years  from  1876  to 
1886  she  imported  from  the  other  colonies  more  than  she 
exported  to  them,  and  the  excess  was  in  one  year  over  two 
million  pounds  sterling,  in  four  other  years  over  one  million 
pounds,  and  in  four  other  years  over  six  hundred  thousand 
pounds  per  annum.  In  1886,  Victoria  imported  from  New 
South  Wales  goods  worth  £4,350,871,  and  exported  to  New 
South  Wales  goods  worth  £2,624,713.  Victorian  expoits  for 
1886,  as  compared  with  1885,  show  increases  of  £420,464  and 
decreases  of  £4,176,901,  a  net  decrease  of  £3,756,437;  and 
of  this  the  decrease  in  exports  to  her  free-trade  neighbor 
was  £1,181,861.  Victoria  imported  from  New  South  Wales 
more  than  twice  as  much  as  she  exported  to  New  South 
Wales  in  1871  and  nearly  twice  as  much  as  in  1881.  In  1885, 
New  South  Wales  outranked  Victoria  in  the  total  value  of 
her  exports  of  home  production  and  in  the  value  per  head 
of  population  of  the  exports  of  home  production. 

The  value  of  exports  of  Victorian  manufactures  for  a  series 
of  years  affords  little  evidence  of  advantage  given  Victoria  by 
her  tariff  in  her  competition  with  the  other  Australian  colo- 
nies. The  exports  of  stationery  show  a  decrease  for  every 
year  from  1888  to  1886,  both  included;  in  agricultural  imple- 
ments there  was  a  decrease  from  1882  to  1884,  and  a  small 
increase  in  1885  and  1886;  in  machinery  there  was  a  de- 
crease annually  from  1883  to  1886 ;  in  saddlery  and  harness, 
the  decrease  runs  from  1882  to  1886;  in  furniture  and  up- 
holstery, it  runs  from  1883  to  1886;  in  woollens  there  was 
a  continuous  decrease  from  £15,692  in  1882  to  £2,751  in  1886 ; 
in  apparel,  the  decrease  runs  from  1882  to  1886,  except  that  it 
was  smaller  in  1883  than  in  1884;  the  export  of  boots  and  shoes 
decreased  from  £47,250  in  1882,  year  by  year,  to  £20,926  in 
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1886;  the  export  of  cordage  deoreased  from  1884  to  1886; 
the  exports  of  butter  and  cheese,  hams,  bacon  and  lard,  beef 
and  pork,  preserved  meats,  wool,  and  wheat  decreased  from 
1884  to  1886,  the  decrease  in  wheat  being  from  £1,426,905  to 
£165,891 ;  the  export  of  refined  sugar  and  molasses  decreased 
from  1883  to  1886,  while  that  of  wine  increased  steadily  from 
1880  to  1886;  the  export  of  leather  decreased  from  1883  to 
1886;  and  the  export  of  hardware  decreased  from  1882  to 
1885 :  in  1886  there  was  a  slight  increase,  but  the  export  then 
was  only  £20,834  as  against  £69,415  in  1882. 

In  the  absence  of  farther  information,  we  can  draw  no  par- 
ticular conclusion  from  the  fact  that  mortgage  loans  in  Vic- 
toria increased  year  by  year  from  £6,672,733  in  1881  to  £12,- 
224,992  in  1884,  except  that,  as  the  number  of  loans  increasi*d 
only  one-third,  the  debtors  seemed  to  be  increasing  their  bor- 
rowings. In  New  South  Wales,  the  mortgages  increased  from 
4,505  for  £5,268,449  in  1881  to  6,933  for  £7,570,210  in  1886. 

The  Australian  experiment  indicates  that  a  protective  tari£E 
may  foster  particular  industries,  though  in  Victoria  the  wool- 
len industry  is  unprofitable,  and  it  is  not  clear  that  the  boot 
and  shoe  industry  is  well  established.  It  can  divert  capital 
and  labor  from  certain  channels  into  others,  but  it  is  not 
shown  that  it  increases  the  aggregate  wealth  and  prosperity 
of  the  community  or  the  number  of  persons  engaged  in  manu- 
facturing enterprises  as  a  whole.  It  does  not  draw  immi- 
grants ;  and  it  naturally  represses  ship-building  and  commerce, 
which  is  one  of  its  principal  objects.  It  has  little  influence,  ii 
any,  upon  the  rate  of  wages.  It  must  amount  to  something 
very  near  prohibition  before  it  can  greatly  reduce  importation 
and  prevent  an  adverse  balance  of  trade.  The  customs  rev- 
enues of  New  South  Wales  and  Victoria  are  about  the  same, 
so  that  the  convenience  of  collecting  the  public  revenues  at 
the  custom-houses  can  be  secured  without  invoking  the  princi- 
ple of  protection. 

Fbbd.  Pebbt  Powbbs. 
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Thx  annual  meeting  of  the  Verein  far  SocicUpoliHk  was  to 
take  place  this  year  at  Frankfurt  on  September  28  and  29. 
Professor  Miaskowski  and  Dr.  Thiel  were  to  present  a  report 
on  usury  in  agricultural  districts,  on  the  means  of  doing  away 
with  it,  and  especially  on  the  organization  of  credit  for  the 
peasantry.  Professor  Conrad  and  Dr.  Crtlger  were  to  report 
on  the  extent  to  which  prices  are  raised  by  retiilers  and  other 
middlemen,  and  on  possible  remedies  against  abnormal  prices. 
The  last-named  gentleman  has  been  closely  connected  with 
the  co-operative  movement,  and  was  to  discuss  the  effect  of 
distributive  co-operation.  We  may  mention  in  this  connec- 
tion that  any  person  may  join  the  Verein  by  sending  his  name 
to  the  secretary,  C.  Geibel,  publisher,  Leipzig,  and  will  receive 
its  publications  on  transmitting  10  marks  yearly  to  that  officer. 


Thb  figures  for  the  cotton  year,  ending  September  1,  show 
that  the  crop  of  1887-88  exceeded  7,000,000  bales,  being  the 
largest  ever  gathered  in  the  United  States.  Down  to  the 
war,  4,000,000  bales  had  been  reached  only  once,  in  1859-60. 
That  Une  was  again  passed  in  1870-71  and  in  1873-74;  and, 
beginning  with  1875-76,  the  crop  began  to  run  permanently 
above  it.  The  yield  for  the  last  ten  years  is  given  by  the 
Commercial  a$id  Financial  Ckranide  of  September  15,  in 
a  review  of  the  cotton  year,  as  follows:  — 


Bate$. 

Balm. 

187S-79    . 

,    .     5,073,531 

1883-84     . 

.     5,714,052 

1879-80    . 

.     5,757^597 

1884-85     . 

.    .     5,669,021 

1880-81     . 

.     6,589,329 

1885-86     . 

.     6,550,215 

1881-82     . 

.     5,435,845 

1886-87     . 

.     6,513,623 

1883-83     . 

.    6,992,234 

1887-88     . 

.     7,017,707 

The  above  figures  tell  their  own  story  as  to  the  industrial 
regeneration  which  the  South  has  undergone,  and  the  soli'l 
basL*  on  which  the  prosperity  of  that  region  is  now  established. 
Hardly  less  significant  of  change,  though  on  a  smaller  scale, 
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are  the  figures  as  to  the  transportatioii  of  cotton  by  overland 
routes,  which  are  now  gaining  at  a  rate  inoonoeirable  before 
the  better  organization  of  oar  railway  system:  — 


18S3-S4 1,049,070 

18S4-«5 991,960 

1885-86 1,260,279 

18S6-87 1,292,167 

1887-68 1,441,920 


Ik  oar  April  number  (page  347),  we  noted  the  passage  of 
an  Austrian  act  for  coropulsory  insurance  of  workmen  against 
accident.  Thin  was  followed  by  an  act  for  compulsory  insur- 
ance against  sickness,  and  an  account  of  both  measures  has 
been  given  by  Dr.  M.  Ertl  in  the  Jahrhueh  filr  G^tuizgAung. 

The  act  for  insurance  against  sickness,  like  its  predecessor 
for  insurance  against  accident,  follows  the  general  lines  of 
the  legislation  on  the  same  subjects  in  Germany.  It  diverges 
from  the  German  model  in  that  the  whole  system  is  super- 
vised by  the  government  of  the  Empire,  whereas  in  Germany, 
though  the  system  is  the  result  of  imperial  legislation,  its 
administration  is  left  in  the  hands  of  the  several  states.  It 
is  part  of  the  same  divergence  that  the  associations  which 
carry  the  insurance  against  sickness  are  organized  by  judicial 
districts,  and  not,  as  in  Germany,  by  towns  and  communes. 
And  since,  by  the  earlier  act,  the  associations  for  insurance 
against  accident  are  also  organized  geographically,  it  is  natural 
that  the  general  supervision  of  the  whole  system  of  insurance 
against  both  accident  and  sickness  should  be  put  in  the  hands 
of  a  central  Insurance  Bureau. 

In  most  other  respects,  the  Grerman  example  is  followed. 
Employers  are  responsible  for  the  contributions,  but  are  en- 
titled to  deduct  from  wages  two-thirds  of  what  they  pay. 
The  sick-pay  is  sixty  per  cent,  of  common  laborer's  wages; 
and,  in  addition,  expenses  of  cure  are  defrayed,  and  a  small 
funeral  allowance  is  made.  Agricultural  laborers  are  not 
affected,  unless  their  employers  voluntarily  join  the  system, 
the  insurance  of  this  class  being  left  to  the  legislation  of  the 
separate  states  of  the  Empire. 
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Ths  annaal  report  of  the  Bank  of  France  for  1887,  give&.iti^ 
the  jAxmamute  .Francis  for  September  8  and  15,  presents 
some  facts  of  interest  as  to  the  character  of  the  paper  dis- 
ooonted  bj  the  bank  and  its  branches.  The  total  amonnt  of 
discounts  for  1887  was  8,268,658,000  francs,  made  up  by 
11,579,661  pieces  of  paper.    For  each  piece,  the  following  cal- 

calation  is  made :  — 

Paris.  Branches. 

Arerage  amount,               745.90  fr.  688  fr. 

"       time  to  mn,         22.4  days.  29  days. 

The  average  sum  represented  hj  each  piece  was  smaller 
than  in  1886  by  21  francs  in  Paris  and  by  18  francs  in  the 
ooontry,  and  the  average  time  to  run  fell  ofiE  two  and  a  half 
days  in  Paris  and  one  day  in  the  country. 

The  classification  of  the  paper  discounted  at  Paris,  5,188,490 
pieces,  amounting  to  8,869,744,600  francs,  shows  this  remark- 
able proportion  of  paper  of  the  smallest  classes :  — 

13,755  pieces  of  10  francs  or  less; 
677,590     "      "   11  to  50  francs; 
977,455     "      "  51  to  100  francs; 

1,668,800     '*      "   100  francs  or  less. 

The  number  of  these  minute  notes  discounted  by  the  bank 
is  still  steadily  increasing :  — 

1881,  pi^Mr  for  100  fr.  or  less,  1,160,945  pieces. 

1882,  "  "  "         1,224,326       " 

1883,  "  «  "         1,349,270       " 
18S4,          u            u          u        1,681,515      •* 

1885,  "  "  •'         1,590,839       " 

1886,  "  "  "        1,592,673      •' 

1887,  "  "  "         1,668,800      " 

In  connection  with  this  statement  as  to  the  amount  of  small 
paper  flowing  into  the  bank  from  the  petit  commerce^  the 
report  as  to  overdue  paper  at  Paris  is  worthy  of  note :  — 

Dec  27, 1886,  paper  orerdue  and  charges,     .    1,. 302,1 24  fr. 
BecoTer«d  in  1887, 587,064 

Dec  24, 1887,  balance  OTerdae, 715,060  fr. 

"It  is  to  be  remarked  that  in  the  coarse  of  the  year  1887  we  have  had  no 
failure  of  payment  in  oar  Paris  portfolio." 

This  remarkable  result  is  no  doubt  due  to  the  fact  that  the 
paper  in  question  had  passed  through  one  or  two  hands,  and 
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•.w}«  finally  redisooanted  by  the  bank,  with,  at  least,  one  impor- 
tant indorsement.    Bat  still  the  small  losses  experienced  by 

V  the  Bank  of  France,  even  in  rerolaUonary  crises  of  the  worst 
sort,  like  that  of  1871,  show  the  solidity  of  the  mass  of  small 
dealers,  for  whom  the  bank  is  indirectly  the  constant  resort 


Pbofbssob  Lujo  Bbbntako,  on  assuming  the  chair  of  polit- 
ical economy  at  the  TJniTersity  of  Vienna  in  April  last,  chose 
for  the  topic  of  his  inaugural  address  ^The  Classic  School  of 
Political  Economy,"  and  discussed  it  with  even  less  modera- 
tion than  might  have  been  expected  from  his  previous  utter- 
ances. The  classic  school  is  roundly  condemned.  Its  doc- 
trines as  to  wages  and  distribution  are  declared  to  be  quite 
worthless,  and  the  theories  of  Marx  and  Rodbertus  appear  once 
more  as  legitimate  deductions  from  Ricardo*s  system.  The 
following  passage  is  characteristic :  — 

If  it  be  true,  as  all  competent  obserrers  agree,  that  the  econ<»nic, 
moral,  political,  and  social  condition  of  Epgliah  workmen  is  to-day 
immeasurably  better  than  it  was  in  1840,  the  reason  is  simply  that  the 
doctrines  of  classic  ix>Utical  economy  on  capital  and  labor,  and  the  iron 
law  of  wages  wliich  goes  with  those  doctrines,  were  absolutely  false. 

Nor  is  the  doctrine  of  rent  treated  with  more  respect,  while 
even  the  theory  of  money  is  said  not  to  have  been  advanced 
by  the  classic  writers.  It  is  not  surprising,  after  these  criti- 
cisms, to  be  told  that  the  history  and  description  of  industry 
are  the  most  important  tasks  for  the  economist,  and  that  the 
description  of  even  the  most  modest  of  industrial  phenomena 
is  worth  more  than  the  acutest  deductions  from  the  selfishness 
of  ^  the  economic  man."  These  remarks  indicate  an  intention 
to  counteract  the  tendencies  fostered  at  Vienna  by  Menger 
and  by  other  Austrian  scholars,  against  whom,  indeed,  the 
address  seems  in  great  part  directed.  In  a  foot-note  to  the 
address  as  published,  Brentano  goes  so  far  as  to  say  that 
neither  in  their  conception  of  human  nature  nor  in  the  objects 
they  sought  to  attain  was  there  any  difference  between  the 
mercantile  and  the  classic  writers.  The  only  difference  lies  in 
the  means  by  which  they  sought  to  obtain  their  ends.  Per- 
haps it  is  a  sign  of  Philistinism  that  he  should  yet  refer  with 
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admiration  to  the  inyestigatioDS  of  Thiinen,  who  may  justly 
be  called  the  German  Ricardo.  Certainly,  this  address  shows 
no  such  tone  of  moderation  and  conservatism  as  has  begun 
recently  to  appear  in  the  writings  of  distinguished  German 
econombts.  

Thb  Impefial  Statistical  Bureau  of  Germany  has  published 
the  results  of  the  operations  of  the  system  of  compulsory  insur- 
ance against  sickness  for  the  year  1886,  the  first  entire  year  for 
which  the  system  was  fairly  in  operation.  Some  of  the  figures 
are  interesting.  About  4,500,000  persons  were  insured,  among 
whom  there  were  1,710,000  cases  of  sickness  and  26,300,000 
days  of  sickness.  The  total  expenses  were  58,750,000  marks, 
of  which  53,000,000  were  actually  spent  in  relief, —  medical 
care,  medicine,  money  payments, —  so  that  the  average  day  of 
sickness'was  relieved  to  the  extent  of  two  marks.  The  ex- 
penses of  administration,  on  this  showing,  are  certainly  not 
unduly  large.    The  total  receipts  were  62,130,000  marks. 

Another  way  of  presenting  the  operations  of  the  system  is 
by  comparing  the  various  methods  of  insurance  between 
which  the  sick  insurance  act  leaves  a  choice.  The  total  re- 
ceipts, the  payments  by  workmen  (it  will  be  remembered  that 
workmen  are  charged  only  two-thirds  of  the  contribution  paid 
by  their  employers),  and  the  payments  for  relief  were  as 
follows  for  each  person  for  the  more  important  classes  of  asso- 
ciations :  — 

[Figures  denote  marks.] 


Receipts  from 

all  sources  per 

workman. 


Payments 

by  each 

workman. 


Belief 

to  each 

workman. 


Excess  of 
relief  over 
payments. 


Ortskrankenkassen, 
Betriebskrankenlcassen, 
Hlllfskassen  (registered), 
Communal  insurance. 


14.9 

ie.s 

14.8 
7.9 


10.1 
11.3 
14.6 
6.3 


11.9 
14.6 
12.6 
8.3 


1.8 
38 
2* 
3. 


•Deficiency. 

In  all  oases,  the  workman  got  more  than  he  paid,  except  in 
the  registered  HiUfskasaen.  These  are  voluntary  friendly 
societies,  which  cannot  levy  on  employers  or  on  the  public, 
and  of  course  must  pay  expenses.  Barring  this  exception,  the 
workman  received  more  or  less  of  gratuitous  aid,  apparently 
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either  from  hU  employer's  oontributions  or  from  taxation.  It 
should  perhaps  be  stated  that  Ort$kr<mkenhu8en  are  associa- 
tions formed  by  the  public  authorities  by  grouping  a  number 
of  similar  establishments  and  occupations  together.  JBetriebs- 
krankenkassen  are  formed  of  one  or  more  establishments  in 
the  same  trade.  Communal  insurance  appears  to  yield  least 
to  the  workman,  and  yet  he  pays  a  less  proportion  of  the  ex- 
penses than  in  other  cases. 

The  scale  on  which  the  legislation  for  compulsory  insurance 
is  being  carried  out  is  illustrated  by  the  report  for  1887  on 
sick  insurance  in  Berlin.  We  take  the  following  figures  from 
the  abstract  of  this  report,  prepared  by  Mr.  Mugdan  for  Die 
Arbeiterversicherung.    The  total  number  of  persons  insured  in 

Berlin  was, 

At  the  dose  of  1S85,  212,649 

**       1886,  231.841 

"       1887,  261,160 

By  far  the  largest  number  of  these  (237,257  in  1887)  were 
insured  in  the  Ortskrankenkctssen.  The  largest  single  associa- 
tion of  this  kind  is  the  general  JSiuse  for  men  and  women 
engaged  in  industrial  pursuits  and  not  insured  elsewhere, 
which  had  nearly  62,000  members.  The  JBetriebskrankenkas- 
sen  had,  in  1887,  a  total  membership  of  17,893. 

As  the  number  of  cases  of  sickness  does  not  increase  so 
fast  as  the  number  of  members,  Mr.  Mugdan  concludes  that 
**the  associations,  after  all,  have  made  progress  in  checking 
cases  of  pretended  sickness.^' 

It  is  reported  that  the  Russian  minister  of  finance  has  in- 
structed the  Bank  of  Russia  to  make  a  fresh  issue  of  incon- 
vertible paper,  to  the  extent  of  15,000,000  roubles.  The  issue 
is  made  nominally  on  the  security  of  gold  held  by  the  bank 
for  the  imperial  treasury ;  but,  as  the  notes  are  not  converti- 
ble and  the  holder  has  no  means  of  enforcing  this  supposed 
pledge,  the  issue  is  in  effect  merely  so  much  added  to  the 
volume  of  paper  currency,  already  depreciated  by  excess. 
The  addition  is  made  in  order  to  meet  the  increased  autumn 
demand  for  currency,  which,  in  Russia  as  in  other  agricultural 
countries,  drains  currency  from  the  bank  or  other  central 
reservoir  at  the  time  when  the  crops  are  seeking  their  market. 
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This  demand  for  more  paper  in  order  to  move  the  crops  will 
have  a  familiar  sound  to  those  who  recall  the  experience  of 
this  countrj  under  the  suspension  of  specie  payments.  The 
demand  for  more  paper  in  Russia  is  also  referred  to  as  evi- 
dence of  the  increasing  trade  of  the  country  and  the  demand 
for  a  more  ample  medium  caused  by  growing  prosperity. 
This,  again,  is  a  view  of  the  case  once  familiar  here,  and  a 
fresh  illustration  of  the  ease  with  which  arguments  can  be 
found  for  postponing  an  unpleasant  reform.  The  conclusion 
of  the  EconomUt  is  that,  in  fact,  the  financial  position  of  the 
Russian  government  is  so  weak  that  it  can  make  no  effort 
towards  throwing  off  its  inconvertible  paper.  But,  if  so,  where 
is  the  inflation  to  end?  ^Is  every  expansion  of  trade  to  be 
the  occasion  and  the  cause  of  further  issues  of  notes?  "  That 
was  the  contention  here. 

Anothss  addition  to  the  list  of  economic  periodicals  is 
made  by  the  Archiv  fdr  Soziale  OeseUgebung  und  StoHstik^ 
which  appears  under  the  editorship  of  Dr.  Heinrich  Braun,  of 
Munich.  Its  scope  is  sufficiently  indicated  by  the  title ;  and, 
while  it  specializes  within  the  field  of  economics,  its  subject  is 
so  wide  and  so  full  of  important  topics  that  there  need  be  no 
lack  of  variety  in  its  contents.  The  first  number  contains  an 
introduction  by  the  editor  and  papers  by  J.  M.  Bftmreither  on 
**  English  Statistics  as  to  Persons  out  of  Work,"  by  O.  Prings- 
heim  on  the  "•  Condition  of  the  Working  Classes  of  Holland,'* 
by  A.  Oldenburg  on  **  Infant  Mortality,''  and  by  F.  Erismann 
on  the  **  Physical  Condition  of  the  Working  Classes  of  Cen- 
tral Russia."  There  is  a  department  on  legislation  and  an- 
other for  notes  and  miscellanies,  as  well  as  the  usual  reviews. 
Contributions  are  promised  from  a  number  of  writers,  among 
whom  we  note  some  familiar  names,  with  others  which  indi- 
cate that  the  Archiv  will  have,  to  a  certain  extent,  a  connec- 
tion of  its  own.  We  may  expect  from  it  contributions  of 
high  value  for  the  advancement  of  social  science  and  for  the 
improvement  of  legislation.  There  will  be  four  numbers 
yearly,  at  a  subscription  of  twelve  marks.  The  publisher  is 
H.  Lanpp,  of  Tabingen,  to  whom  subscriptions  should  be  sent. 

Still  another  new  publication  is  the  2^t8chrift  fdr  Agrair-^ 
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poKHkj  which  b  edited  by  E.  Frankenstein,  and  ooven  a  topic 
of  mnch  present  interest  in  Germany.  It  is  to  be  published  in 
twelre  nambers  yearly,  at  a  subscription  of  7.20  marks,  by  the 
firm  of  BOhme,  in  Leipzig. 

The  condition  of  factory  labor  in  India  has  begun  to  attract 
attention ;  and  the  need  of  more  factory  legislation  is  shown 
by  the  report  of  the  Bombay  Factory  Commission  of  1886, 
which  has  been  published  recently  in  a  parliamentary  blue 
book.  This  Commission  recommends  that  women  be  not 
allowed  to  work  in  the  factories  more  than  eleven  hours, 
between  six  o'clock  a.m.  and  six  p.m.;  that  children  under 
nine  be  not  allowed  to  work  at  all ;  and  that  children  between 
nine  and  fourteen  be  not  allowed  to  work  more  than  nine 
hours,  between  7  a.m.  and  5  p.m.  The  present  legislation  in 
India  goes  no  farther  than  to  restrict  the  work  of  children 
between  seven  and  twelve  to  nine  hours,  and  does  not  ^  the 
time  within  which  these  nine  hours  must  be  taken. 

The  Commission  recommends  also  certain  sanitary  provi- 
sions, of  which  there  are  now  none :  the  giving  of  four  holidays 
per  month  (It  seems  there  are  now  but  fifteen  holidays  through- 
out the  year  in  Indian  factories) ;  regulations  for  insuring 
the  publicity  of  the  law  and  the  rules  under  it;  and  the  repeal 
of  the  present  exemption  from  restriction  of  factories  employ- 
ing less  than  one  hundred  hands.  It  was  in  establbhments 
of  the  last-mentioned  kind  that  the  most  lamentable  state  of 
things  was  found  to  exist.  In  small  ginning  mills,  the  hours 
of  work  for  months  were  from  5  a.m.  to  10  p.m.  ;  and  at  busy 
times  work  went  on  uninterruptedly,  day  and  night,  for  a 
week.  Tet  even  here  legislative  interference  must  be  slow 
and  tentative,  lest  the  women  employed  be  deprived  of  their 
employment  or  compelled  to  accept  a  reduction  of  their  meagre 
wages.  The  Commission  recommends,  in  regard  to  these 
cases,  a  restriction  to  sixteen  hours,  with  two  hours  of  rest, 
for  factories  working  less  than  six  months  in  the  year.  It 
does  not  appear  that  any  legislation  has  yet  followed  these 
various  recommendations. 
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NOTE  ON  THE  BANK  OF  AMSTERDAM. 

Iq  the  acooont  of  the  Bank  of  Amsterdam,  for  which  Adam 
Smith  says  that  he  is  obliged  to  Mr.  Henry  Hope,  there  is  a 
statement  of  the  practice  of  the  bank  in  receiving  deposits  of 
bnilion,  which  has  sometimes  been  fonnd  to  present  some  diffi- 
caities.  Smith  (  Wealth  of  NoHons^  Book  lY.  chap,  iii.)  says 
that,  to  facilitate  the  trade  in  bullion,  the  bank  had  adopted 
the  plan  of  giving  credit  upon  deposits  of  gold  and  silver,  at 
the  same  time  giving  a  receipt  to  the  depositor,  entitling  him 
to  take  out  the  bullion  at  any  time  within  six  months,  upon 
retransferring  a  sum  of  bank  money  equal  to  that  for  which 
he  had  received  credit  and  surrendering  the  receipt.  The 
person  who  made  a  deposit  obtained  both  a  bank  credit  and 
a  receipt,  and  could  not  withdraw  his  bullion  without  return- 
ing both :  — 

The  holder  of  a  receipt  cannot  draw  out  the  bullion  for  which  it  is 
granted  without  reassigning  to  the  bank  a  sum  of  bank  money  equal  to 
the  price  at  which  the  bullion  had  been  received.  If  he  has  no  bank 
money  of  hla  own,  he  must  purchase  it  of  those  who  have  it  The 
owner  of  bank  money  cannot  draw  out  bullion  without  producing  to  the 
bank  receipts  for  the  quantity  which  he  wants.  If  he  has  none  of  his 
own,  he  must  buy  them  of  those  who  have  them. 

McCulloch,  in  a  note  (p.  215  of  his  edition  of  Smith),  finds 
this  arrangement  somewhat  mysterious,  and  concludes  that  it 
was  a  contrivance  to  prevent  any  depositor  from  drawing 
bullion  until  somebody  else  had  deposited  an  equal  amount, 
and  that  its  object  was  to  screen  the  really  insolvent  condition 
of  the  bank.  McLeod,  in  his  Dictionary  of  Political  Econ* 
omy^  p.  219,  is  unable  to  make  anything  of  the  arrangement, 
and  says :  — 

Surely  there  is  some  extraordinary  error  here.  How  can  a  man,  upon 
a  deposit  of  £100,  receive  both  a  transferable  receipt  and  also  a  bank 
credit  for  an  equal  amount  ?  That  is  as  much  as  to  say  that  for  every 
deposit  a  man  received  credit  to  ttoice  the  amount  This  part  of  Adam 
Smith's  account  of  the  bank's  transactions  seems  to  me  to  be  wholly 
unintelligible. 

Neither  of  these  authors  seems  to  have  understood  that  the 
transaction  described  by  Adam  Smith  was  simply  an  advance 
of  money  upon  a  pledge  of  bullion.     The  bank  advanced 
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only  apoQ  assayed  ballion  or,  later,  upon  oom,  and  to  the 
extent  of  perhaps  ninety-five  per  cent,  of  the  assayed  value. 
It  gave  the  depositor  or  borrower,  therefore,  eredtt  in  bank  for 
ninety-five  per  cent,  and  also  a  receipt,  upon  the  surrender  of 
which  and  the  repayment  of  the  advance  and  interest  he 
could  receive  his  bullion  again.  It  was  the  ordinary  case  of 
a  loan  upon  collateral,  with  a  margin  of  value  above  the  loan, 
where  the  right  to  redeem  the  collateral  is  a  valuable  right. 
It  was  necessary  to  repay  the  loan  and  cUso  to  return  the 
pawn-ticket  before  the  article  pawned  could  be  redeemed. 
Indeed,  it  is  not  easy  to  see  how  the  business  of  advancing 
upon  bullion  could  have  been  managed  without  some  such 
arrangement  for  certifying  the  right  to  withdraw  bullion,  in 
addition  to  the  mere  repayment  of  the  advance. 

Adam  Smith  remarks  that  ^  the  receipt  and  the  bank  credit 
seldom  keep  long  together."  The  merchant  who  believed 
that  his  bullion  would  rise  in  the  market  might  very  well 
obtain  an  advance  upon  it  for  the  greater  part  of  its  value,  and 
then  hold  his  receipt  for  the  rise.  His  profit,  when  the  rise 
came,  he  would  secure  either  by  redeeming  his  bullion  and 
selling  it  or  by  selling  the  receipt  itself.  The  form  of  the 
receipt  is  given  by  Mees,  Proeve  eener  Oeschiedenis  van  het 
Bcmkwezen  in  IHderland^  p.  185,  as  follows :  — 

Anno  f  the  . 

N.  N.  has  brought  into  bank  1,000  ducatons  at  00  stayvers  the  piece, 
with  the  condition  that  he  shall  be  held  to  withdraw  the  same  within 
the  space  of  six  montlis,  paying  to  the  bank  i  per  cent.,  or  that  others 
wise,  after  the  expiration  of  the  aforesaid  time,  they  shall  be  understood 
to  be  forfeited  to  the  bank  at  the  price  aforesaid. 

3,000  f.  M.  M. 

The  operation  is  also  explained  by  Sir  James  Stewart  and 
by  Oudermeulen  in  his  Bicherches  sur  le  Commerce^  n.  i.  69 
and  235,  where  the  regulations  for  the  assay  of  ingots  and  for 
advances  upon  them  are  given. 

That  the  Bank  of  Amsterdam,  at  the  time  spoken  of  by 
Smith,  had  parted  with  a  large  amount  of  specie,  and  so  had 
a  guilty  secret  to  conceal,  there  is  no  doubt ;  but  the  arrange- 
ments commented  on  by  McCulloch  and  McLeod  appear  to 
have  no  relation  to  that  fact,  but,  on  the  contrary,  to  be  a  nat- 
ural mode  of  carrying  on  a  legitimate  branch  of  business. 

D. 
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BUSINESS  PROFITS  AND  WAGES. 

Mr.  MaovaDe  prefaoee  his  note  on  the  abore  subjeot  in  the 
last  number  of  this  Journal  by  the  statement  that  his  aims  in 
writing  are  to  make  his  own  position  clear  and  to  abstain 
from  controversy.  I  do  not  Uiink  he  attains  the  former  of 
these  two  aims.  He  certainly  does  not  attain  the  latter ;  for 
he  proceeds  to  give  a  paraphrase  of  my  views  on  this  subject, 
and  to  And  fault  with  them.  I  do  not  wish  to  trespass  on  the 
patience  of  the  readers  of  this  Journal  further  than  to  say 
that  I  abide  by  my  doctrines  as  expounded  by  myself,  but  that 
I  do  not  accept  the  paraphrase  of  them  given  by  Mr.  Macvane. 

Alfbsd  Mabshall. 


THE  DISTRIBUTION  OF  PRODUCTS. 

I  should  have  preferred  to  have  the  controversy  between 
Mr.  Atkinson  and  myself  carried  on  in  the  pages  of  this 
review,  as  its  circle  of  readers,  though  narrower  than  that  of 
the  Forum^  is  undoubtedly  more  competent  to  pass  upon 
economic  questions.  But,  as  Mr.  Atkinson  has  seen  fit  to 
^change  the  venue ^  and  as  the  editor  of  the  Forum  has 
kindly  opened  its  pages  to  me,  I  will  follow  Mr.  Atkinson  into 
the  arena  he  has  preferred,  and  reply  to  him  at  length  on  the 
termination  of  the  series  of  articles  he  is  now  contributing  to 
that  periodical.  When  the  time  comes,  I  shall  have  no  diffi- 
culty  in  showing :  first,  that  Mr.  Atkinson,  despite  his  denial, 
did  use  the  term  ** profits"  as  I  understood  it  as  well  as  in  the 
sense  he  now  claims ;  second,  that  the  use  of  the  word  as  a 
synonyme  for  ^annual  national  savings ''is  illegitimate;  and, 
third,  if  we  allow  Mr.  Atkinson  this  illegitimate  use  of  the  term 
**  profits,"  his  position  is  far  more  untenable  than  as  I  under- 
stood him,  as  the  theoretical  basis  of  the  calculation  in  dispute 
between  us  disappears  entirely. 

Fbbdsbiok  B.  Hawlbt. 


Digitized  by 


Google 


RECENT  PUBLICATIONS    UPON   ECONOMICS. 


[Gblelly  pubUshed  or  annoanoed  slnoe  July,  1888.] 


L    GENERAL  WORKS,  THEORY  AND  ITS  HISTORY. 


Cannah  (E.).  Elementary  Politi- 
cal Economy.  Oxford:  Clarendon 
Press.    8vo.    pp.  154.    1«. 

DiBTZEL  (H.).  Earl  Rodbertus. 
Darstellnnff  seines  Lebens  imd 
seiner  Lenre.  2te  Abth.  Dar- 
stellung  seiner  Sozialphllosophie. 
Jena:  Fischer.  8to.  pp.  247. 
450  m. 

FoBNABi  (T.).  Delle  Teorie  Eco- 
nomiche  nelle  Provlncie  Napoli- 
tane  dal  1785  al  1830:  StndU 
Storici.  Milan:  U.  Hoepli.  8vo. 
pp.768.    12.60  fr. 

HsBRMANK  (E.).  Volkswirthschaft 
nnd  Unterricht  Ein  Beitrag  zur 
Schulreform  vom  Tolksw.  Standp. 
(Heft  71  and  72  of  Volkswirth- 
schaftliche  Zeitfragen.)  Berlin: 
Simion.    8yo.    pp.  58.    1  m. 

HouTBN  (S. ).  Das  Causalit&tsgesetz 
in  der  Sozialwissenschaft.  Har- 
lem: Willink.  8yo.  pp.76.  1.50m. 

Leslie  (T.  E.  C).  Essays  in  Polit- 
ical Economy.  [New  edition.] 
Dublin:  Hodges.  8yo.  pp.  446. 
10s.  6d. 

LuzzATn  (G.).  Evoluzione  Eco- 
nomica  e  Le0;e  del  Valore.  Ve- 
nezia:  Tip.  M.  Fontana.  8vo. 
pp.  73.  . 

MoDESTE  (V.).  La  Vie:  Etude 
d' Economic  Politique.  Paris: 
Gnillaumin  <&  Cie.    18mo.    3.50  fr. 


Raffai/OVICH     fS.).        Bentham: 

Principes  de  Legislation  et  d'l^co- 

nomie    Politique.      [Petite   BibL 

£con.]    Paris:  Guillaumin  &  Cie. 

32mo.    pp.  235.     1.60  fr. 
RoBCHEB  (w.).    Traits  d'Economie 

Politique  Rurale.     Traduit  par  C. 

Yogel,  avec  Preface  de  L.  Passy. 

Paris:   Guillaumin  A  Cie.     8vo. 

pp.  882.    18  f r. 
Salvadobi    (C).      Le   Basi  della 

Scienza  Economica:  Studii  Critici. 

Rome: Tip.  Aldina   16mo.  pp.172. 

In  PeriodicaU, 
Abtom(C.).  La  Recente  Eroluzione 

della   Metodologia   nella    Scienza 

Economica  Tedesca.    Giom.  degli 

Econ.,  Oct. 
FoviLLE    (A.  de).     Essai   de  M^ 

t^orologie  £conomique  et  Sociale. 

Joum.  de  la  Soc.  de  Stat,  de  Paris, 

July. 
Lebo y-Beaulieu  (P. ).    L' Etat  Mo- 

deme  et  ses  Fonctions.    Rev.  des 

Deux  Mondes,  Aug.  15. 
Matthews  (R.).    Ethics  and  Eco- 
nomics.   Pop.  Sci.  Monthly,  Oct. 
Menoeb    (C).      Zur   Theorie    des 

Eapitals.     Jahrb.  f.    Nat.  Oek., 

17,  Heft  1. 
ScHABLiNO(W.).  Werttheorien  xmd 

Wertgesetze.  [Concluded.]  Jahrb. 

f.  Nat.  Oek.,  16,  Heft  6. 


IL    PRODUCTION,  EXCHANGE,  AND  TRANSPORTATION. 


Blobck  (R).  Untersuchungen  iiber 
die  Produktionskosten  der  Gktrei- 
dekomer.  (In  Elster's  Staatswis- 
senschaftliche  Studien.)  Jena: 
Fischer.    8to.    pp.  54.    1.80  m. 


TouLA  (F.).  Die  Steinkohlen,  ihre 
Eigenschaften,  Vorkommen,  Ent- 
stehung  und  nationalokonomische 
Bedeutung.  [Maps  and  plates.] 
Vienna:  Hdlzel.    8to.    6  m. 


Digitized  by 


Google 


BXCENT  PUBLICATIONS  UPON  ECONOMICS 


111 


In  PeriodieaU. 

Bkaumont  (H.  de).  De  I'lnfluence 
du  Pitrnte  Scientifique  sor  lea 
Crises  Lidnstrielles  et  Commer- 
dales.    L'^con.  Fran^ais,  Sept.  8. 

Hadlbt  (A.  T.).  The  Railroad  in 
its  Business  Relations.  Scribner's 
Mag.,  October. 

HoFFMAHN   (M.).     Les   Tarifs  de 


Ghemins  de  Fer.  Jonm.  de  la 
Soc  Stat,  de  Paris,  July. 

Raffaloyich  (A.).  La  Nouyelle 
Loi  F^ddrale  sui  FExploitation  et 
les  Tarifs  de  Chemins  de  Fer  anx 
fitats-Unis.  Jonm.  des  Econ., 
Sept. 

Unbionbd.  Relative  Advantages  of 
the  Railways  and  Waterways  of 
Germany.  [Trans,  from  BuiL  du 
Min.  des  Travaux  Publics.]  Joum. 
of  Stat  Soc,  June. 


in.    SOCIAL  QUESTIONS,  LABOR  AND  CAPITAL. 


AoLBB  (G.).  Die  Frage  des  in- 
temationalen  Arbeiterschutzes. 
Nebst  KritSk  der  Ansicht  Gustav 
Cohns.  (AusAnnalendDeutschen 
Reichs.)  Munchen:  Hirth.  8vo. 
pp.  117.    1.50  m. 

Baubb  (B.).  Das  Capital  und  die 
Capitalmacht.  Grundsatze  imd 
Thatsachen  sum  Y  erst&ndniss  der 
sozialen  Frage.  Leipzig:  Grimm. 
Sra    pp.  191.    1  m. 

Bkrtbamd  (L.).  Le  Logement  de 
rOuYTicr  et  du  Pauvre  en  Bel- 

5ique.  Bruxelles:  Imp.  Lef^vre. 
2mo.    pp.  328.    8.50  fr. 

BoKHAM  (J.  M.).  Industrial  Lib- 
erty: An  Analysis  of  the  Existing 
Condition  of  the  United  States, 
with  Special  Reference  to  the  Re- 
lations to  the  Public  of  Railways 
and  Trusts.  New  York:  G.  P. 
Putnam's  Sons.  8va  pp.  428. 
$1.75. 

BoBOHT  (R  Ton  der).  Gutachten 
uber  die  GrundzOge  zur  Alters- 
und  InTalidenversicherung.  Aix: 
Barth.    8yo.    pp.  26.    .60  m. 

CuovzARD  (J.  J.  A.).  Etude  sur  la 
Retribution  L^time  da  Travail 
Manuel,  Intellectuel,  et  du  Capital 
[Par  un  ancien  ourrier  associ^] 
Paris:  Guillaumin  A  Cie.  18mo. 
pp.183. 

Daubt  (J.).  De  r  Amelioration  de  la 
Condition  des  Classes  Laborieuses 
et  des  Classes  Pauvres  en  Belgiaue. 
Brussels.    12mo.    pp.  372.    5  n. 

Des    Graves    Ouvriferes. 

Brussels.    12mo.    pp.  210.   3.50  fr. 

GiBOH  (A.).  La  Liberty  du  TravaU 
et  les  Graves.  Paris:  Guillaumin 
&  Cie.    8vo.    2  fr. 

OiLOH  (B.).    Mis^res  Sodalee.    La 


Lutte   poor   le    Bien-dtre    [prize 
awarded  by  Roy.  Acad,  of  Bel- 

fium].  Paris:  Lib.  Uniyerselle. 
vo.    pp.  430.    7.50  fr. 

HUBBON  (P.).  L' Industrie  devant 
les  Probl^mes  £conomiques  et  So- 
ciaux:  trayail,  mutuality,  ^pargne. 
Tours:  Imp.  Arrault.  18mo.  pp. 
361.    3.50  fr. 

Lkhb  (A.).  Aus  der  Praxis  der 
fruheren  Haftpllichtgetfetzgebnng 
in  Deutschland,  und  der  slch  an 
dieselbe  anschliessenden  Unfall- 
versicherung.  Leipzig:  Giesecke 
A  Devrient.  8vo.  pp.  122.  2.40  m. 

Lb  Saulnibr  (A.).  Les  Ouvriers 
des  Uslnes  et  Manufactures  au 
Point  de  Vue  £conomique  et  Juri- 
dique.  TThesis.)  Paris:  Guillau- 
min &  Cie.    8yo.    pp.  399.    8  fr. 

Mannequin  (T.).  La  Question 
Sociale  et  la  Science.  Paris.  8to. 
pp.258. 

Meybr  (A.).  Ueber  Altersversich- 
erung  der  Arbeiter.  Vortrag. 
[From  Yolkswirthschaftliche  Zeit- 
fragen.]  Berlin:  Simion.  8vo. 
pp.  23.    1  nL 


In  Periodicals. 

Adlbr  (H.).  Landwirthschaft, 
Zwischenhandel,  und  Consum  [on 
co-operation  in  agriculture].  Un- 
sere  Zelt,  Heft  9. 

Babbe  (£.).  Ueber  den  landlichen 
Wucher  im  Saar-  und  Mosel-  Ge- 
biet.    Preuss.  Jahrb.,  62,  Heft  3. 

BoETZOw  (C).  Die  offentliche  Ar- 
menpflege  in  den  grossten 
deutschen  Stadten,  nach  den  £r- 
gebnissen  der  Reichsarmenstatistik 


Digitized  by 


Google 


112 


QUABTEBLT  JOUBNAL  OF  ECONOMICS 


Ton   1885.    Jahrb.  1  Nat  Oek., 

16,  Heft  e. 
Bbtox  (L.  S.)*    Socialism  through 

American  Spectacles.    Nineteenth 

Cent,  Sept 
BuBOHKB   (K).      Die  wlrthschaft- 

liche  Interessenyertretnnff  in  der 

SchweitK.  Zeitschr.  f.  ges.  Staatsw., 

44,  Heft  2. 
Champion  (H.H.).  The  New  Labor 

Party.    Nineteenth  Cent,  July. 
Fblkut  (H.  M.).    The  New  National 

Insurance  Laws  of  Germany.  Con- 

temx>.  Rev.,  Aug. 
GuNTOH  (G.).    Economic  and  Social 

Aspects  of  Trusts.    PoL  Sci.  Quar- 
terly, Sept. 
HiBSCHBSBG  (E.).    Der  Schutz  der 

Arbeit  und  der  Armuth  durch  den 

Staat    Deutsche  Revue,  Aug. 
Klsikwabchtbb  (F.).     Zur  Frage 

der   stfindischen  Gliederung   der 


Gesellschaft  Zeitschr.  f.  ges. 
Staatsw.,  44,  Heft  2. 

Lavxlkyx  (E.  de).  Les  Commu- 
naut^  de  Famille  et  de  Village. 
Rev.  d'Econ.  Pol.,  Aug. 

MoLiKABi  (G.  de).  La  Bourse  du 
Travail    Joum.  des  £con.,  Sept 

MuKNSTKBBEBO  (£. ).  Berichtc  tiber 
die  achte  Jahresversammlung  des 
deutschen  Yereins  fur  Armen- 
pfl^e  und  Wohlth&tigkeit  Jahrb. 
f.  Gesetzg.,  12,  Heft  3. 

Plunkktt  (H.  C).  Co-operative 
Stores  in  Ireland.  Nineteenth 
Cent,  Sept 

Rak(J.).  State  Socialism.  Contemp. 
Rev.,  Aug.,  Sept 

SOHAEFFLB  (A.  £.  F.).  Der  Mangel 
an  Individualisierung  in  der  Al- 
ters- imd  Invalidenversicherune. 
Zeitschr.  ges.  Staatsw.,  44,  Heft  3. 

Unbignbd.  The  Conjperative  Con- 
gress.   Westm.  Rev.,  July. 


IV.    LAND. 


Babtboh  (H.).  Das  oesterreich- 
ische  allgemeine  Grundbuchsge- 
setz  in  seiner  praktischen  An- 
wendung.  Vienna:  Konegen.  8vo. 
pp.  287.    5  m. 

Bear  (W.  E.).  The  British  Farmer 
and  his  Competitors.  London  and 
New  York:  Cassell  A  Co.  16mo. 
pp.  166.    Is. 

GoLTz,  Clabskk,  and  others.  Hand- 
buch  der  gesammten  Landwirth- 
schaft  1  Lieferung.  Tubingen: 
Laupp.    Large  8vo.    8  m. 

Rondel  (G.).  La  Mobilisation  du 
Sol  en  France.  [Circulation  mo- 
bili^re,  forme  sociale  de  la  pro- 
pri^t^  foncifere.]  Paris:  GulUau- 
min  A  Cie.    8vo.    6  fr. 

In  PeriodieaU. 
BntNBAUM  (H.).    Die  Zwangsvoll- 


streckung  In  das  unbewegllche 
VermSgen  und  der  Wucher. 
Jahrb.  f.  Gesetzg.,  12,  Heft  3. 

Costs  (A.).  Une  Ferme  de  Cent 
Hectares,  d'apr^  les  R^sultats 
de  TEnquAte  Agricole  de  1882. 
Joum.  de  la  Soc.  de  Stat,  de  Paris. 
Aug. 

ECKBBT  (R.).  Agrarpolitische 
Fragen.  [Agricultural  colonies 
and  peasant  proprietorship  in  Grcr- 
many.]    Unsere  Zeit,  Heft  8. 

FuLD  (L. ).  Das  Erbrecht  des  Code 
civil  und  der  b&uerliche  Grund- 
besitz.  Jahrb.  f.  Gesetzg.,  12, 
Heft  8. 

Lehb  (J.).  Eine  Prinzipienfrage 
der  Forstwlrthschaft  ViertelJ.  f. 
Volksw.,  26,  Band  IH.,  1,  2. 


V.    POPULATION,  EMIGRATION,  AND  COLONIES. 


lOHBKHABUBBB  (J.).  Eiu  Bcitrag 
zur  Uebervolkerungsfrage.  Neu- 
wied:  Heuser.    8va    pp.  91.    2  m. 

In  PeriodieaU. 
Atkinson   (E.).     Must   Humanity 
starve  at  last  ?    Forum,  Aug. 


ScHABFFLB  (A.  E.  F.).  Eoloulalpo- 
litische  Studien.  [Fourth,  con- 
cluding, article.]  Zeitschr.  f.  ges. 
Staatsw.,  44,  Heft.  2. 

Smith  (R.  M).  Control  of  Immi- 
gration. [Third  article.]  Pol.  Set 
Quarterly,  Sept 


Digitized  by 


Google 


114 


QUABTEBLT  JOUBNAL  OF  ECONOMICS 


YUL    BANKING,  CURRENCY,  CREDIT,  AND  PRICES. 


Allabd  (A.).  £tade  tur  la  Crlse 
Agricole,  Commerciale,  et  Ouv- 
ri^re,  et  sea  Causes  Mon^taires  en 
Ajigleterre.  Brussels.  4to.  7«.  6<i 

Dalla  Yolta  (R.).  Sulla  Reeente 
Depressione  Economica.  [Me- 
moir read  before  the  Acad,  del 
Georgofili.]  Florence:  Tip.  M. 
Cellini.    8yo.    pp.  40. 

D AZKT  (G.)*  La  Banque  de  France : 
Fin  du  Privily  Paris:  Gamier 
Fr^res.    18mo. 

Frewbk(M.).  The  Economic  Crisii. 
London:  Kegan  Paul,  Trench  A 
Co.    8vo.    4«.  M. 

Nassb  (K).  Das  Sinken  derWar- 
enprelBe  wahrend  der  letsten  f  Qnf- 
xehn  Jahre.  [Two  articles  from 
Jahrb.  f.  Nat.  Oek.,  17.]  Jena: 
Fischer.    8vo.    pp.  70. 

RooHUSSBV  (J.).  Studies  over  Guld- 
en Muntwezen.  Hague:  Gebr. 
Belinfante.  Svo.  pp.  807.  8  gulden. 

In  PeriodicaU. 

Atkiksov  (£.).  Bericht  fiber  den 
Bimetallismus  in  Europa.  [Trans- 
laUon.]  VlertelJ.  f.  Volksw.,  26, 
Band  HI.,  1. 

Edoewobth  (F.  Y.).     Some  New 


Methods  of  measuring  Variation 
in  General  Prices.  Joum.  of  Stat. 
Soc.,  June. 
Fauchille  (P.).  Du  Frai  des  Mon- 
naies,  sp^dalement  dans  T  Union 
Latlne:  £tude  Th^rique  et  de 
Droit  compart  Annales  de  Vic 
Libre  des  ScL  PoL,  July. 

FOUBNIBR  DB  FLAIX  (E.).      PrOgT^ 

des    Banq^     aux     Etats-Unls. 

Joum.  des  Econ.,  Aug. 
Lbxib  (W.).    Ueber  gewisse  Wertr 

gesammtheiten  und  deren  Bedeh- 

ung  sum  Cteldwert.     Zeltschr.  f. 

ges.  Staatow.,  44,  Heft  2. 
.    Neuere  Schriften  iiber  Geld- 

nnd  Edelmetalle.    Jahrb.  f.  Nat. 

Oek.,  17,  Heft  1. 
MoNOiK  (M.).    De  I'Abondance  de 

la    Monnaie    M^talllque.      Rev. 

d'Econ.  PoL,  Aug. 
Rbiohsbahk,     Yerwaltungsbericht 

der,  fur  das  Jahr  1887.    Ann.  des 

Deutsch.  Reichs,  No.  10. 
RoDouoo  (G.).    Le  Banche  Nazlo- 

nali  e  la  Valuta  negli  SUti  Unit! 

d' America.      Giom.  degli  Econ., 

Oct. 
Stbuck  (E.).      Der  Internationale 

Geldmarkt  im  Jahre  1887.    Jahrb. 

1  Gesetzg.,  12,  Heft  8. 


IX.    LEGISLATION. 


Anonymous.  Der  Gesetzentwurf 
iiber  die  Stellung  der  Erwerbs-  und 
Wirthschaftsgenossenschaf ten,  mit 
dem  Gesetze  vom  4  Juli,  1868. 
rin  Schriften  des  Yereins  sur 
Wahruns  der  wirthsch.  Interes- 
sen.]  Berlin:  Puttkammer  und 
Muhlbrecht    8yo.    pp.  106.    2  m. 

GuTTMANN  (W.).  Die  Reichsge- 
setze  betre£fend  die  Besteuerung 
des  Branntweins  .  .  .  nebst  den 
Ausf  ahrungsbestinmiungen  vom  27 
September,  1887,  und  .  .  .  Erg&n- 
zungen  derselben  bis  Ende  Dezem- 
ber,  1887.  Breslau:  Eom.  8vo. 
pp.  246.    4  m. 

Kbal  (F.).  Die  Alcoholfrage  in 
Oesterreich  und  der  Gesetzentwurf 
zur  Hintanhaltung  der  Trunken- 
heit  Eine  sozlale-statist  Studie. 
Leipzig:  Duncker  &  Humblot. 
8yo.    pp.  127.    2.40  m. 


In  Periodicals, 

Bbaun  (K).  Kunstwein  und  Wein- 
kunst  [on  legislation  in  regard  to 
adulterating  wine].  YiertelJ.  t 
Yolksw.,  26,  Band  IH.,  2. 

Philupovioh  (E.  von).  Die  wirth- 
schaftliche  Gesetzgebung  Eng- 
hmds  in  den  Jahren  1886  und  1887. 
Jahrb.  f.  Nat  Oek.,  17,  Heft  1,  2. 

Stbinghbb  (B.).  Legislazione  deir 
Alcool  nella  Svlzzera.  Giom.d^i 
Econ.,  Aug. 

Unsionbd.  Die  Alters  und  Invalid- 
enversicherung  der  Arbelter.  [G^ 
setzentwurf  nach  den  Beschliissen 
der  Bundesrathsausschiisse,  July, 
1888.]  Ann.  d.  Deutsch.  Reichs, 
No.  9. 

,    Die  Revision  des  C^ossen- 

schafts-Gesetzes  [Entwurf,  Begriin- 
dung].  Ann,  des  Deutsch.  Reichs, 
No.  10. 


Digitized  by 


Google 


RECENT  PUBLICATIONS  UPON  ECONOMICS 


115 


X    ECONOMIC  HISTORY  AND  DESCRIPTION. 


Abchbott  (P.  F.).  The  English 
Poor  Law  System,  Past  and  Pres- 
ent. [Trans,  by  H.  Preston- 
Thomas,  with  preface  by  H.  Sidg- 
wick.]  London :  Knight  &  Co. 
8vo.    pp.  350.    10«.  Qd, 

Abhlky  (W.  J.).  An  Introduction 
to  English  Economic  History  and 
Theory:  The  Middle  Ages.  New 
York:  G.P.Putnam's  Sons.  16mo. 
pp.240.    $t.50. 

DSNTON  rW.).  England  in  the  Fif- 
teenth Century.  London:  Bell  A 
Sons.    8to.    pp.  334.    12«. 

Fbisdlabndkb.  Fortschritte  der 
Theerfarbenfabrikation  und  ver- 
wandter  Industriezweige.  Berlin: 
Springer.    Imp.  8vo.    24  m. 

Gabcia  dbl  Busto  (Y.).  Situa- 
ci6n  Econ6mica  de  Espafia.  Mad- 
rid.   4to.    pp.  121.    4  fr. 

Grad  (C).  Le  Peuple  Allemand,  ses 
Forces  et  ses  Ressources.  Paris: 
Hachette.     18mo.    pp.  450. 

Haab  (  R  ).  Beitrag  zur  Geschichte 
und  Dogmatik  der  Handels-Firma. 
Strassburg:  Heitz.  8yo.  pp.  61. 
1  m. 

Rktnaud  (L.).  L'Ann^e  Finan- 
ci^re  [6me  ann^e].  Histoire  des 
Ev^nements  financiers  de  1887. 
Paris:  Chevalier-Marescq  &  Cie. 
18mo.    pp.  320.    3.50  fr. 

ScHAKFBB  (Editor).  Hanserecesse 
▼on  1477  zu  1530.  Leipzig: 
Duncker  &  Humblot  Imp.  8vo. 
3  vols.    24  m. 

ScHAUBS  (A.).  Das  Konsulat  des 
Meeres  in  Pisa.  Ein  Beitrag  zur 
Gr€»chlchte  des  Seewesens,  der 
Handelsgilden,  und  des  Handels- 
rechtes  im  Mittelalter.  [Heft  2 
of  Band  8  of  Schmollers  For- 
Bchuneen.]  Leipzig:  Duncker  A 
Humblot.    8vo.    pp.  322.    7  m. 

YKRincT  (Lady).  How  the  Peasant 
Owner  liyes  in  parts  of  France, 
Germany,  Italy,  and  Russia.    Lon- 


don: Macmillan  &  Co.    8yo.    3«. 
6d. 
Wabtmajtn.    Industrie  und  Handel 
des  Cantons  St  Gallen,  1807  bis 
1880.  St.  Gallen:  Huber.  4to.  10m. 

In  PeriodiccUa, 

Ashbb  (G.  M.).  Ein  Blick  in  das 
Leben  der  Pariser  Eleinindustriel- 
len.  Deutsche  Rundschau,  14, 
Heft  12. 

AtkinbovCE.).  Progress  from  Pov- 
erty.   Forum,  Sept 

,    The  Progress  of  the  Nation. 

Forum,  Oct 

Bbbtagnolli  (C).  Delle  Tras- 
formazioni  vecchie  e  recenti  dell' 
Agricoltura  nostra  e  forestiera. 
Giom.  degli  Econ.,  An^. 

Booth  (C).    Condition  and  Occupa- 

Sations  of  the  People  of  East  Lon- 
on  and  Hackney,  1887.  Joum. 
of  Stat.  Soc,  June. 

H ADDow  (R. ).  The  Miners  of  Scot- 
land.   Nineteenth  Cent,  Sept 

Pottbb  (Beatr.).  East  London 
Labor.    Nineteenth  Cent,  Aug. 

Supnro  (C).  Le  Corporazioni  dl 
Arti  e  Mestieri  in  Italia  nei  Secoli 
XYI  e  XYIL  Giom.  degli  Econ., 
Oct 

Unsigned.  Zustand  und  Fort- 
schritte der  deutschen  Lebensver- 
sichenmgs-Anstalten  im  Jahra 
1887.  Jahrb.  f.  Nat  Oek.,  Supple- 
ment-Heft 14. 

Yabignt  (C.  de).  Les  Grandes  For- 
tunes en  Angleterre.  IL  Les  In- 
yenteurs:  La  Presse.  Rev.  des 
Deux  Mondes,  Sept  1. 

Walkbb  (F.  a.).  The  Knighto  of 
Labor.     New  Princeton,  Sept 

Wblls  (D.  a.).  Economic  Disturb- 
ances since  1873.  [In  reply  to  the 
Chronicle,  concluded.]  Com.  and 
Fin.  Chron.,  July  14,  28,  Aug. 
4,18. 


XL    STATISTICS. 


Akonticous.  Tabellarische  Ueber- 
sichten  des  hamburgischen  Han- 
dels  im  Jahre  1887,  zusammenge- 
steUt  von  dem  handelsstatistischen 
Bureau.  Hamburg:  Schroder  & 
Jere.    4ta    pp.  209. 


.     Statistisches  Jahrbuch  fdr 

das  deutsche  Reich.  0  Jahi^gang, 
1888.  Berlin:  Puttkammer  2b 
Mtthlbrecht    2.40  m. 

Fbbboouo  (G.).  Sunto  delle  Lezioni 
di  Sutistica.      [Univ.  of  Turin, 


Digitized  by 


Google 


116 


QUARTERLY  JOURNAL  OF  ECONOMICS 


1887-68.]  Torino:  Tip.  G.  Bruno 
e  C.    8vo.    pp.  204. 

Hassb  (B.).  Die  Oiiganiiation  der 
amtUchen  SUtistlk.  Antrittsvor- 
lesune  su  Leipzig.  Leipzig: 
Dnncler  A  Hnmblot.  8vo.  pp. 
la    Im. 

Pabis,  R^sultato  Statistiques  da 
D^nombrement  de  1886  poor  la 
Yille  de,  et  le  D^partcment  de  la 
Seine,  et  RenBeignemenU  relatlfs 
anx  D^nombrements  ant^rieurs. 
8vo.  pp.  040.  [Alio  abridged  in 
pp.  8T7.J     Paris:  Lib.  G.  Masson. 

Smith  (R.  M.).  Statistics  and  Eco- 
nomics. A  Treatise  on  Statistics 
as  a  Contribution  to  the  Construc- 
tion of  a  Social  Science.  Publ.  of 
Am.  Econ.  Assoc :  Baltimore.  $1. 


In  PeriodieaU. 

BoKTZOw(C.).  Die  land wirthschaft- 
liche  Statistilc  in  Belgien  und 
im  deutschen  Reiche.  Zeitschr. 
des  PreutfS.  StatistisclL  Bureaus, 
Jahrg.  28.  Heft  1. 

S ALVioNi  (G. ).  Appunti  di  Statistica 
Teoretica  a  Proposito  d'una  Opera 
di  Augusto  Meitzen.  Giom.  degli 
Econ.,  Aug. 

Uhsionkd.  Wirkliche  und  Mittel- 
prelse  der  wichtigsten  Lebensmit- 
tel  fur  Menschen  und  Thiere  in 
den  bedeutendsten  Marktorten  der 
preussischen  Monarchic  wahrend 
.  .  .  1887.  Zeitschr.  des  Preuss. 
Statistisch.  Bureaus,  Jahig.  28, 
Heft  2  [Beilage]. 


XIL    NOT  CLASSIFIED. 


GuHXOT  (D.).  ifoude  sur  la  Marine 
Marchande.  La  Crise:  les  Re- 
m^es.  Paris:  Guillatmiin  A  Cie. 
8vo.    pp.  111.    2  fr. 

Hasb  (O.).  Der  Yerband  der  Be- 
rufsgenossenschaften.  Begriind- 
ung,  Aufgaben,  Grenzen.  Leip- 
zig: Breiticopf  A  Hartel.  ,  4to. 
pp.  53.    1  m. 

OsLsmEB.  Der  Yolkswirthschafts- 
unterricht  auf  Schulen  [in  Deutsche 


Zeit-undStreilfragen].  Hamburg: 
Yerlagsanstalt.    8to.    .80  m. 

Wilson  (W.).  An  Old  Master 
[Adam  Smith].  New  Princeton, 
Sept 

In  Periodicals. 

Klbinwabchtbb  (F.).  Bericht  der 
Gewerbe-Inspectoren  uber  ihre 
AmUthatigkeit  im  Jahre  1887  (re- 
view of).  Jahrb.  f.  Nat  Oek.,  17, 
Heftl. 


Digitized  by 


Google 


^3 


THE 

QUARTERLY  JOURNAL 


OF 


ECONOMICS 


JANUARY,  1889 


TRUSTS    ACCORDING    TO   OFFICIAL    INVESTI- 
GATIONS. 

On  January  25, 1888,  the  House  of  Representatives  of 
the  Fiftieth  Congress  passed  a  resolution  directing  its  Com- 
mittee on  Manufactures  to  inquire  touching  the  names, 
number,  and  extent  of  the  combinations  known  as  associa- 
tions, trusts,  pools,  and  by  other  like  titles,  alleged  to 
exist  in  this  country  for  the  purpose  of  controlling  or  cur- 
tailing the  production  or  supply  of  various  products.  The 
committee  was  to  search  into  their  methods  of  combina- 
tion and  of  doing  business,  their  effect  upon  the  prices  of 
the  necessaries  of  life  or  other  commodities  of  the  country, 
upon  its  commerce,  whether  internal  or  foreign,  and  upon 
its  revenue  from  import  duties,  also  into  all  related  mat- 
ters which  might  call  for  or  suggest  legislation  by  Con- 
gress, and  to  report  with  recommendations,  if  any  it  should 
have  to  offer.  Authority  was  given  the  committee  to  sit 
during  sessions  of  the  House,  to  compel  the  presence  of 
persons  and  papers,  and  to  swear  and  examine  witnesses. 
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The  investdgatdon  began  on  March  8,  and  was  continued 
at  frequent  intervals  through  the  summer.  Since  the 
Congress  convened  in  its  second  session,  the  committee  has 
not  yet  met.  Its  work,  so  far  as  it  went,  consisted  in 
examining  the  Sugar,  Standard  Oil,  Whiskey,  and  Cotton 
Bagging  combinations.  The  report  upon  these  is  printed, 
and  the  principal  matters  disclosed  by  it  will  be  set  forth 
in  this  article. 

On  February  16, 1888,  the  Senate  of  the  State  of  New 
York,  by  resolution,  ordered  its  Committee  on  General 
Laws  to  investigate  "  into  all  matters  relating  to  the  for- 
mation of  certain  combinations  and  agreements  commonly 
known  as  ^trusts,'  and  the  effect  of  the  same  upon  the 
public  interests,  and  the  persons,  corporations,  and  indi- 
viduals composing  them."  This  committee  sat  at  the 
County  Court  House  in  New  York  City  every  week-day 
but  one  from  the  20th  to  the  29th  of  February.  The 
time  which  the  Senate  allowed  for  the  inquiry  ended 
March  1.  Although  it  was  much  too  brief  for  the  pur- 
pose, many  facts  of  great  interest  were  elicited.  The 
report  of  this  committee,  too,  has  been  printed,  and  will 
be  our  authority  upon  the  matters  which  it,  but  not  the 
Congressional  committee,  considered. 

On  February  29,  1888,  the  Canadian  House  of  Com- 
mons raised  a  special  committee  ^^  to  examine  into  and 
report  upon  the  nature,  extent,  and  effect  of  certain  com- 
binations said  to  exist  with  reference  to  the  purchase  and 
sale,  or  manufacture  and  sale,  in  Canada  of  any  foreign 
or  Canadian  products.  This  committee  began  its  inquiries 
on  March  6,  and  continued  them  till  May  8.  Twenty-six 
sessions  were  held,  and  sixty-three  witnesses  examined. 
The  enterprises  here  called  to  account  were  mostly  small, 
but  compact,  efficient,  and  confident.  Some  of  them  dis- 
played peculiar  features  of  organization  and '  administra- 
tion. The  report  to  the  House  of  Commons,  an  octavo  of 
seven  hundred  and  fifty  pages,  conveniently  arranged  and 
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indexed,  and  every  way  better  presented  than  either  of 
the  above,  is  before  us.  We  shall  find  it  to  be  of  no  small 
value.  The  closeness  to  one  another  in  time  of  these 
three  acts  ordaining  trust  commissions  is  significant. 

A  number  of  litigations  involving  the  nature  and  doings 
of  trusts,  monopolies,  and  the  like,  have  recently  come  to 
judgment  in  the  courts ;  and  the  findings  upon  them  are 
now  of  record.  Our  account  will  be  based  mainly  on 
these  four  sources,  drawing  from  others  only  in  reference 
to  points  upon  which,  in  order  to  a  connected  view,  some- 
what fuUer  information  is  required. 

The  most  diverse  species  of  joint  undertakings  are  pop- 
ularly stigmatized  as  ^^  trusts,"  chief  among  which  are  the 
following:  I.  Amorphous  enterprises  involving  plurality 
of  interest,  like  the  New  York  City  Milk  Exchange  and 
the  Empire  Storage  Company  of  Brooklyn.  II.  Cases 
where  one  corporation  or  firm,  in  virtue  of  its  peculiar 
power  or  success,  is  tacitly  accepted  by  others  as  the  stand- 
ard for  price-lists  and  methods.  III.  Pooling  arrange- 
ments of  all  sorts,  such  as  have  for  many  years  been 
familiar  to  the  public.  Sometimes  profits  are  not  only 
distributed,  but  earned  pool-wise,  several  establishments 
being  administered  by  a  joint  committee  of  delegates  from 
the  several  boards  of  directors.  The  Independent  Cotton- 
seed Association,  lately  declared  by  the  Tennessee  Su- 
preme Court  to  be  illegal  as  an  attempted  partnership 
of  corporations,*  was  an  affair  of  this  sort.  IV.  Agree- 
ments as  to  prices  or  production  lived  up  to  with  more  or 
less  fidelity.  They  may  be  very  loose  and  general,  or 
more  solemn,  based  on  written  covenants  and  sanctioned 
by  penalties.  V.  Contracts,  with  or  without  such  sanc- 
tions, to  grant  special  favors  or  rates  in  return  for  exclu- 
sive patronage.  VI.  Comers,  provided  they  are  the  result 
of  conspiracy  and  maintained  for  a  considerable  time. 
This  specification  covers  instances  in  which  a  single  cor- 

'See  MaUory  ti  td.  v.  Hananer  Oil  Worki,  8  Swth-wettem  B^porler,  806 
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poratdon  or  firm  contracts  at  a  fixed  price  for  the  product 
of  all  the  rest  in  the  business,  thus  so  controlling  the 
market  as  to  sell  at  an  adyance.  Profits  may  also  be  dis- 
tributed as  a  particular  means  of  maintaining  the  combi- 
nation intact.  VII.  Trusts,  possibly  so  called,  in  which 
a  firm  or  a  small  corporation,  one  or  more,  sells  out  to  a 
larger,  retaining  a  mortgage  or  a  lease  on  its  old  property, 
and  perhaps  receiving  in  further  payment  shares  of  the 
purchaser's  stock.  Analogous  to  this  are  those  instances 
in  which  the  smaller  corporation  merely  makes  over  to  the 
larger  a  controlling  portion  of  its  stock.  VIII.  Trusts, 
properly  so  called,  of  which  the  Standard  Oil  and  Sugar 
Trusts  are  models.  In  a  trust  of  this  firmest  order,  stock- 
holders in  several  corporations  surrender  their  stock  to 
trustees,  receiving  in  return  trust<$ertificates  issued  by 
those  trustees,  the  latter  then  becoming,  in  lieu  of  the 
stockholders  that  were,  the  ultimate  managers  of  the 
constituent  corporations. 

Organizations  essentially  the  same  as  some  of  the  above 
have  existed  for  centuries,  being,  in  fact,  among  the  oldest 
institutions  of  which  history  speaks.  Not  to  go  back 
further,  the  mediaeval  guilds  may  be  mentioned  as  such. 
In  several  English  towns,  the  gilda  mercatoria  was  exactly 
what  would  to-day  be  spoken  of  as  a  trust.  Nor  were 
guilds  the  only  monopolistic  creations  known  to  other 
centuries.  Karl  Braun,  in  volume  xcvii.  of  the  VierteU 
jdhrschr\ft  filr  Vblkiunrthschqft^  tells  of  a  gigantic  pepper 
trust  which  Elector  Augustus  of  Saxony  entered  into 
about  1560  with  the  then  king  of  Portugal  and  a  certain 
wealthy  Augsburg  merchant  by  the  name  of  Roth.  They 
proposed  to  secure  and  permanently  maintain  a  European 
monopoly  of  pepper  by  buying  all  that  arrived  at  Lisbon 
and  taking  it  to  Leipzig  as  a  centre  of  distribution.  The 
scheme  broke  down,  it  being  found  that  more  pepper  grew 
in  the  world  than  they  had  supposed,  and  that  a  great 
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deal  made  its  way  into  Europe  through  other  ports  than 
Lisbon.* 

Even  in  American  communities,  ^ruosi-trusts  are  by  no 
means  a  new  thing.  Our  trades-unions  are  nothing  else 
but  trusts  over  the  commodity  of  labor.  The  Oil  Well- 
drillers'  Union  of  Western  Pennsylvania,  a  trade-union, 
as  comprising  workingmen  mostly,  has  in  it  ewtreprenewr% 
as  well,  and  so  approaches  the  veritable  trust.  Silent 
agreements  as  to  prices  have  always  prevailed  among  con- 
tiguous dealers  in  a  given  sort  of  goods.  With  whole- 
salers, the  custom  is  old  and  not  rare  of  fixing  the  mini- 
mum prices  at  which  retailers  shall  vend  their  wares. 
The  physicians  of  nearly  every  locality  have  a  prescribed 
fee-list.  So  do  lawyers.  The  writer  has  seen  in  a  New 
England  court-house  a  detailed  schedule  of  prices  for  at- 
torneys' services,  which  must  have  been  printed  not  less 
than  fifty  years  ago. 

But  it  is  quite  true  that  the  associational  system  of 
business  is  in  its  present  magnitude  a  thing  of  recent 
origin.  It  took  its  life  from  the  marked  and  immediate 
success  of  the  Standard  Oil  Trust,  created  in  1882.  The 
career  of  this  Titan  agency  has  stimulated  on  all  hands 
tiie  most  earnest  efforts  to  imitate  or  rival  it.  There  is 
scarcely  a  single  industry  in  the  country  which  has  not, 
either  bodily  or  in  some  of  its  phases  or  departments, 
passed  under  this  or  that  form  of  associate  management. 
Reports  of  fresh  schemes  for  business  amalgamation  liter- 
ally crowd  the  press.    Joining  hands,  massing  energies, — 

^Thej  belied  op  in  the  Sunmy  titj  enough  to  make  themselTet  poor,  bat 
not  enough  to  eomer  the  Efuopeui  market.  The  long  died  before  the  babble 
broke,  peihaps  in  fear  of  anoh  a  disaster.  The  merchant  committed  suicide. 
The  elector  sold  out  his  pyramid  of  pepper-bales,  regardless  of  cost,  with  the 
determination  to  traffic  in  that  commodity  no  more.  In  the  same  rolome, 
Brann  also  gires  an  interesting  aoconnt  of  an  attempt  made  in  the  years  1824  to 
1829  by  the  great  honse  of  Cropper,  Benson  A  Co.  in  London  to  monopolise  the 
cotton  trade  of  Wngland,  onder  the  impression,  which  somehow  had  great  prer- 
alenoe  jost  then,  that  the  negro  race  in  America  was  dying  oat,  and  that 
withoot  its  agency  cotton  coold  not  be  raised.    This  project,  too,  fiuled  most 
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that  is  emphatically  the  order  of  the  day  in  economic 
affiurs. 

True,  not  a  few  plans  in  this  direction  have  come  to 
nothing.  Early  in  1887,  the  manufacturers  of  rubber 
goods  made  an  effort  to  combine  on  a  gigantic  scale,  but 
without  effect.  They  renewed  it  in  January,  1888,  with 
the  purpose  of  launching  a  trust  precisely  after  the  Stand- 
ard Oil  pattern,  stock  to  be  surrendered  in  exchange  for 
trust-certificates ;  but  this  time,  also,  the  different  parties 
failed  to  agree,  and  the  scheme  was  abandoned.  The 
Kentucky  Whiskey-distillers*  Agreement  for  1887-1888, 
to  limit  production,  has  not,  we  believe,  been  continued, 
earnest  as  were  the  efforts  for  that  result.  Other  like 
endeavors  have  achieved  a  measure  of  cohesion,  but  not 
the  slightest  ability  to  harm.  The  so-called  Nail  Trust  is 
one  of  these.  Far  from  oppressing,  it  has  hardly  succeeded 
in  keeping  prices  at  a  paying  level.  A  hot  feud  is  said  to 
be  rending  the  Glucose  Trust.  The  Lead  "  combine  "  is 
little  but  a  name.  A  smelter  in  New  Mexico  and  a  re- 
finer and  a  manufacturer  in  St.  Louis  pooled  their  inter- 
ests, but,  handling  barely  8  per  cent,  of  the  metal's  annual 
output,  found  themselves  powerless  to  dictate  its  move- 
ment. Besides  all  such  cases,  one  could  name  other  com- 
binations, vicious  in  purpose  and  effect,  which,  neverthe- 
less, we  need  not  dread,  because,  though  perhaps  not 
punishable,  they  are  clearly  illegal,  and  based  on  contracts 
which  the  courts  have  uniformly  refused  to  enforce.  Dis- 
cord must  blast  them  in  a  little  time. 

It  is  every  wise  extremely  confusing  to  class  all  the 
above-named  enterprises  as  trusts.  They  have  in  common 
only  the  single  feature  of  excluding  more  or  less  perfectly 
old-fashioned  individualism  of  management.  Let  us  sepa- 
rate them. 

First,  a  specimen  or  two  of  the  amorphous  variety. 
The  New  York  committee  men  denounced  as  one  of  the 
worst  monopolies  which   they  examined  the  Milk  Ex- 
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change  (limited)  of  New  York  City.  Its  business  is  to 
gather  milk  from  dairymen  in  all  the  coimtrj  around  New 
York,  and  pass  it  to  city  dealers,  collecting  from  the  latter 
and  making  payment  to  the  former.  It  was  found  that, 
while  it  gaye  only  from  two  to  three  and  a  half  cents  per 
quart  to  the  producers,  the  price  to  families  in  the  city 
was  sometimes  as  high  as  ten  and  rarely  under  seven. 
Though  handling  perhaps  not  over  an  eighth  of  the  milk 
consumed  in  New  York  daily,  the  Exchange  people,  in  the 
language  of  one  of  their  number,  ^^  fixed  the  prices  so 
carefully  "  that  other  dealers,  for  the  most  part,  adopted 
these,  the  Exchange's  terms  being  in  a  way  law  for  the 
entire  city.  Evidence  was  offered  to  the  effect  that  the 
low  rates  to  fe^rmers  for  their  milk  had  induced  the  use  of 
poor  feed,  thus  impoverishing  the  liquid  with  no  diminution 
of  price  to  the  consumers.  In  1882  or  1883,  the  Orange 
County  dairymen  made  a  long  and  spirited  attempt  to  get 
into  direct  communication  with  the  consumers,  circumvent- 
ing the  Exchange ;  but  they  found  it  too  powerful,  and 
after  about  a  year  desisted  from  their  attack. 

The  Empire  Storage  Company,  limited,  of  Brooklyn 
was  discovered  to  control  nearly  the  whole  of  that  city's 
general  warehouse  facilities,  along  with  about  45  per  cent, 
of  its  elevators.  The  gains  of  this  monopoly  came  from 
leasing  and  subleasing  storage-room.  Witnesses  admitted 
that  prices  to  storers  had  risen  since  the  company  was 
incorporated, —  for  some  articles  not  less  than  60  per 
cent.  One  said,  hereafter  ^^  there  won't  be  much  compe- 
tition, it  is  not  likely.  It  is  hoped  not.  We  want  to 
destroy  it  all  we  can.    Competition  is  a  bad  thing." 

Classes  II.  and  III.  in  our  list  hardly  need  exemplifica- 
tion. In  illustration  of  Class  IV.,  the  New  York  investi- 
gators called  to  account  the  Standard  Envelope  Company 
of  Springfield,  Massachusetts,  a  corporation  with  a  capital 
of  $5,100,  comprising  *  a  number  of  Massachusetts,  Con- 

*  Though  not  Mqniriiiff  tfadr  property,  hentn  differinflr  from  the  J.  M. 
Atfaeitoo  (Whkkey-distflliiig)  Compaiiy  of  Kentnoky,  Mmetiiiiee  alliided  to  as 
the(ora)Whkk0jTrait.    ThMweiefertoClMtyiL 
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necticut,  and  New  York  envelope  firms.  The  organiza- 
tion was  started,  it  was  avowed,  to  harmonize  interests, 
and  in  particular  to  fix  the  prices  on  what  are  known  as 
commercial  envelopes,  the  firms  of  the  Standard  Company 
turning  out  from  one  hundred  and  twenty  to  one  hundred 
and  forty  millions  of  these  monthly, — nearly  one-half  of 
the  country's  total  product.  On  each  thousand  of  these 
envelopes  sold  by  any  of  the  concerns,  that  concern  was, 
at  the  time  of  investigation,  obliged  to  pay  twenty  cents 
into  a  common  fund,  intended  partly  for  contingencies, 
partly  for  profits.  This  tax  would,  in  a  normal  month, 
amount  to  from  $24,000  to  $28,000.  Profits  were  dis- 
tributed according  to  stock  held,  not  according  to  pro- 
duction. 

^^  Combines  "  falling  under  V .  in  our  classification  are 
very  numerous, — much  more  so,  we  believe,  than  is  com- 
monly supposed, —  and  constitute  a  well-defined  type.  A 
California  corporation  stipulated  with  certain  dealers  to 
supply  them  with  lumber  during  the  year  at  so  much  a 
thousand,  the  purchasers  to  sell  meanwhile  in  Monterey, 
San  Benito,  Santa  Cruz,  and  Santa  Clara  Counties  no 
lumber  bought  from  other  parties.  The  buyers  being 
false  to  their  agreement,  the  corporation  sued  for  dam- 
ages. The  court  below  and  the  court  above  both  decided 
the  contract  void,  as  being  a  scheme  to  raise  prices  by 
rigging  the  markets,  and  thus  contrary  to  public  policy. 
The  New  York  Court  of  Appeals  recently  had  to  declare 
a  contract  void  because  it  involved  limitation  to  the  out- 
put from  a  certain  colliery  at  Pittston,  Pennsylvania,  in 
order  to  manipulate  the  coal  supply  in  Elmira,  New  York. 
For  a  consideration  of  half  a  cent  per  pound  special  rebate 
in  addition  to  the  regular  jobbing  discount,  many  retail 
grocers  are  at  present  making  promises  to  sell  only  the 
wares  of  given  wholesalers,  except  when  customers  im- 
peratively order  specific  articles  to  be  had  only  of  other 
dealers. 
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The  Wholesale  Orooers'  Guild  of  Ontario  and  Quebec 
has  reduced  this  sort  of  finance  to  a  system.  Beginning 
as  an  association  to  arrange  uniform  terms  of  credit  and 
discount,  it  has  become  a  yeritable  tyrant.  It  imposes 
and  collects  money  penalties,  and  excludes  from  its  mem- 
bership with  much  evident  sense  of  eminent  domain.  It 
coerces  the  Dominion  sugar  refiners  to  sell  it  sugar  at 
thirty  cents  a  hundred  lees  than  to  outsiders.  It  even  - 
essayed  once  to  forbid  these  purchasing  at  alL  The  Guild 
has  agreements  with  manufacturers  of  tobacco,  starch,  and 
many  other  staple  goods,  enabling  it  rigidly  to  fix  retail 
prices.  Any  wholesaler  standing  aloof  from  this  ring  is 
pretty  certain  to  be  crushed. 

The  Coal  Section  of  the  Toronto  Board  of  Trade  is  an- 
other ^  combine "  of  the  same  order,  which  seems  to  be 
the  favorite  one  in  Canada.  It  is  a  monopoly,  with  fifty- 
six  participants.  Most  are  retailers,  though  the  half- 
dozen  coal  importers  in  the  number  hold  the  reins  and 
reap  the  profits.  The  most  arbitrary  rules  are  enacted, 
detectives  employed  for  surveillance  over  members  and 
salesmen,  oaths  required  of  both,  sometimes  retroactive  as 
well  as  prospective,  heavy  fines  or  expulsion  being  the 
penalties  for  breach.  A  fine  of  $1,000  had  been  imposed 
in  three  several  instances.  One  of  the  victims  was  an 
American  firm, — for  the  organization  reaches  hither.  The 
Butler  Colliery  Company  of  Buffalo  sold  a  schooner-load 
of  coal  to  Messrs.  Gooderham  &  Worts,  of  Toronto,  with- 
out the  trust's  consent.  What  followed  let  us  recite  from 
the  trust's  own  minutes :  — 

Re$olved^  That  the  matter  of  the  shipments  by  the  Butler  Company 
be  left  in  the  hands  of  the  Toronto  committee  in  Buffalo  to  be  dealt 
with  as  the  importance  of  the  case  demands.  Re$oivedf  That,  as  the 
Butler  Company  haye  indicated  their  willingness  to  make  reparation 
for  the  damage  done  this  market  through  the  shipment  of  coal  to 
Gooderham  &  Worts  contrary  to  the  rules  of  this  association,  this 
committee  are  of  the  opinion  that  several  thousand  dollars  would  not 
be  sufficient  to  undo  the  mischief,  as  the  coal  has  been  distributed 
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among  a  large  circle  of  friends,  who  freely  informed  their  friends 
that  they  had  succeeded  in  beating  the  coal  ring,  and  have  got  their 
coal  at  a  large  reduction  from  ring  prices.  However,  in  yiew  of  the 
prompt  offer  of  the  Company,  the  Coal  Branch  of  the  Toronto  Board 
of  Trade  are  to  be  as  reasonable  as  possible  in  their  demands,  and 
will  accept  91,000  as  full  satisfaction  in  this  instance. 

The  Dominion  commissioners  further  say :  — 

When  tenders  are  asked  for  supplying  coal  in  Toronto  for  goyem- 
ment  buildings,  Ontario  government  institutions,  Toronto  watei^ 
works,  public  schools,  charitable  institutions,  the  general  hospital,  etc., 
a  meeting  of  the  Coal  Branch  is  called,  and  the  price  is  fixed  which 
the  party  inviting  tenders  is  to  pay ;  and  the  privilege  of  filling  the 
contract  is  awarded  to  the  member  who  offers  the  highest  premium, 
or  bonus.  For  instance,  in  1886,  for  the  privilege  of  filling  the  On- 
tario Grovemment  contract  of  about  2,500  tons,  a  premium  of  91)500 
was  paid.  The  same  contract,  including  some  wood,  was  sold  in 
1887  for  91)399.  The  premiums  thus  paid  are  divided  among  the 
importing  members  in  the  same  way  as  the  fines.  But,  in  order  to 
lull  public  suspicion  of  a  combination,  and  that  the  parties  to  be  sup- 
plied were  not  obtaining  the  coal  at  its  fair  market  value,  other  mem- 
bers of  the  Branch  put  in  tenders  at  higher  prices. 

The  Coffin-makers'  and  Undertakers'  Trust,  that  in 
Cordage  and  Binding  Twine,  the  Iron-founders'  Associa- 
Jbion,  the  Oatmeal  Millers'  Association,  the  Biscuit  Asso- 
ciation, the  Confectionery  Association,  the  Fire  Insurance 
Ring,  and  the  Egg  Combination,  all  brought  to  book  by 
this  Canadian  inquest,  were  found  to  be  constituted  much 
like  the  concerns  just  described. 

The  famous  Copper  Syndicate  is  a  combination  of  the 
Vlth,  or  protracted  corner,  class.  The  core  of  this,  as  is 
well  known,  is  the  Soci^t^  Industrielle  et  Commerciale 
des  M^taux  de  Paris,  which  hopes,  through  the  bargains 
it  has  made  with  all  the  principal  producers  everywhere, 
to  command  the  copper  product  of  the  world.  In  a  speci- 
men contract  existing  between  it  as  buyer  and  a  great 
American  company  as  seller,  it  is  covenanted  as  follows : 

Seller  sells  to  buyer  his  entire  output  from  May  1, 1888, 
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to  December  81, 1890,  at  thirteen  cents  a  pound,  and,  in 
addition,  a  sum  equal  to  one-half  the  net  profits  over  this 
price  realized  on  the  copper  when  resold  by  the  Soci^t^. 
The  seller,  when  required,  must  act  as  buyer's  agent  in 
America  for  seller's  own  output.  Cash  is  to  be  paid  for 
the  copper  on  delivery  in  New  York.  For  failure  to  de- 
liver occasioned  by  strikes,  accidents,  or  lessened  produc- 
tivity at  the  mines,  lack  of  transportation,  or  other  cause 
beyond  his  control,  seller  is  not  to  be  held  responsible. 
To  insure  payment,  the  buyer  has  to  keep  in  New  York, 
subject  to  the  seller's  draft,  satisfactory  credits  consider- 
ably in  advance  of  deliveries.  To  the  extent  of  the  sell- 
ing price,  thirteen  cents  a  pound,  but  no  further,  the 
seller  guarantees  all  sales  made  by  him  in  America.  Dif- 
ferences arising  between  the  contracting  parties  are  to  be 
settled  by  arbitration. 

It  is  understood  that  since  the  date  of  the  above  con- 
tract the  Syndicate  has  been  reorganized,  with  larger  cap- 
ital, and  more  surely  within  the  French  law  against  mo- 
nopolies. It  is  further  believed  that  it  has  drawn  into  its 
circle  a  number  of  new  mining  companies  in  sundry  parts 
of  the  world,  and  induced  those,  including  the  American, 
which  were  its  customers  before,  to  renew  their  contracts, 
for  periods  ranging  from  eleven  to  fifteen  years. 

The  Cotton  Bagging  monopoly  is  in  principle  just  like 
the  Copper  Syndicate,  though  a  trifle  more  complex, —  a 
wheel  within  a  wheel.  The  original  parties  to  it,  buyers 
and  sellers,  the  more  completely  to  dominate  the  trade, 
became  partners  in  a  new  set  of  contracts,  with  numerous 
other  establishments  not  in  the  original  arrangement,  to 
purchase  of  the  latter  their  entire  production.  The  plan 
triumphed  ideally,  resulting  in  what  is  probably  the  most 
close  and  cohesive  association  of  the  kind  yet  seen,  aside 
from  the  genuine  trusts. 

For  combinations  of  our  Vllth  class,  ^^  trusts  possibly 
so  called,"  we  need  only  advert  to  the  innumerable  cases 
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where  great  railways  have  secured  decisive  interests  in 
smaller  ones,  consolidating  these  with  themselves  into 
general  systems.  Less  complete  is  the  fusion  secured  by 
the  J.  M.  Atherton  Company  of  Kentucky.  Having,  to 
obtain  control  of  their'  business,  bought  the  plants  of  five 
distilling  corporations,  it  leases  these  plants  back,  each  to 
its  former  owner,  who  carries  on  the  industry  to  all  ap- 
pearance just  as  before. 

We  come  lastly  to  trusts  proper,  of  which  the  most  con- 
spicuous examples  now  before  the  country  are  the  Sugar 
Refineries  Company,  the  American  Cotton  Oil  Trust,  the 
Distillers  and  Cattle-feeders  Trust,  and  the  Standard  Oil 
Trust,  to  create  each  of  which  stock  of  old  corporations 
was  lodged  in  the  hands  of  trustees,  who  in  place  of  it 
distributed  their  own  certificates. 

The  Sugar  Refineries  Company,  known  as  the  Sugar 
Trust,  originated  in  a  deed  of  agreement  dated  August  6, 
1887,  though  the  organization  was  not  in  complete  work- 
ing order  till  November  1.  The  agreement  was  made  by 
and  between  eight  sugar-refining  establishments,  nearly 
all  located  in  New  York  and  Brooklyn,  and  representing 
85  per  cent,  of  the  refining  capacity  this  side  of  the  Rocky 
Mountains.    Its  objects,  as  alleged,  are :  — 

First,  to  promote  economy  of  administration  and  to  reduce  the 
costs  of  refining,  thus  enabling  the  price  of  sugar  to  be  kept  as  low 
as  consistent  with  reasonable  profit ;  second,  to  give  each  refinery  the 
benefit  of  all  appliances  and  processes  known  or  used  by  the  others, 
and  useful  to  improve  the  quality  and  diminish  the  cost  of  refined 
sugar ;  third,  to  furnish  protection  against  unlawful  combinations  of 
labor ;  fourth,  to  protect  against  inducements  to  lower  the  standard 
of  refined  sugars ;  . . .  and,  fifth,  generally,  to  promote  the  interests 
of  the  parties  in  all  lawful  and  suitable  ways. 

Annual  meetings  are  to  be  held  in  New  York  City  every 
June.  Certificate-holders  may  vote  by  proxy  if  they  wish. 
No  one  of  the  eleven  trustees,  who  possess  all  the  stock, 
can,  while  in  office,  buy  or  sell  sugar  or  be  interested 
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directly  or  indirectly  in  its  purchase  or  sale.  The  trus- 
tees may  transfer,  firom  time  to  time,  to  such  persons  as 
they  desire  to  constitute  officers  of  corporations,  the  num- 
ber of  shares  of  stock  necessary  for  this  purpose.  The 
trust-certificates  are  in  $100  pieces  and  the  issue  is  limited 
to  $50,000,000,  of  which  only  about  $42,600,000  were  out- 
standing at  the  time  of  the  Congressional  inquiry.  The 
entire  property  of  all  the  sugar  refineries  had  presumably 
been  represented  by  stock;  but  each,  negotiating  sepa- 
rately, exchanged  its  total  stock  for  certificates  on  suc}^ 
terms  as  it  could  make.  That  is,  not  every  hundred  dol- 
lars in  stock  commanded  such  and  such  an  amount  in  cer- 
tificates, whatever  the  refinery  to  which  it  had  belonged. 
Some  companies  might  get  more,  others  less.  Among  the 
stockholders  of  any  given  concern,  however,  exact  pro- 
rating was  observed,  so  much  in  certificates  in  return  for 
so  much  stock. 

The  American  Cotton  Oil  Trust  had  not,  to  the  time 
when  the  record  was  printed,  been  before  the  Congres- 
sional committee ;  but  the  New  York  committee  produced 
evidence  revealing  its  character  sufficiently  for  our  pur- 
poses. This  trust  dates  from  1884.  It  was  organized 
precisely  like  the  Sugar  Trust.  The  constituents  were 
corporations,  seventy-two  or  seventy-three  in  number, 
with  mills  and  refineries  in  various  States,  mostly  at  the 
South,  though  the  Trust's  general  office  is  in  New  York 
City.  Stockholders  passed  in  their  stock  and  received 
trust-certificates  therefor.  Of  these,  417,000  were  issued, 
par  value  $100.  The  industry  to  which  this  trust  is  de- 
voted is  a  novel  one,  manufacturing  and  refining  the  oil 
of  cotton-seed.  At  present  its  dimensions  are  truly  vast. 
During  1887  the  establishments  in  the  trust  crushed  about 
680,000  tons  of  seed.  All  parties  together  crushed  over 
700,000.  The  value  of  the  trust<K>rporations'  product 
from  May,  1886,  to  May,  1887,  was  placed  at  $24,000,000. 
About  27i  per  cent,  of  the  oil  the  past  year  was  exported. 
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The  Distillers  and  Cattle-feeders  Trust,*  commonlj 
mentioned  as  the  Whiskey  Trust,  was  formed  May  10, 
1887.  It  is  constituted  in  all  respects  like  the  two  pre- 
ceding. Eighty-one  distilling  companies  are  in  it,  three 
belonging  to  Kentucky,  the  rest  to  New  York^  Ohio,  In- 
diana, Illinois,  Wisconsin,  Missouri,  and  Nebraska.  Peo- 
ria is  its  o£Bcial  and  also  its  business  centre,  two-thirds  of 
the  distilleries  being  located  there.  The  concerns  in  this 
trust  manufacture  85  per  cent,  of  all  the  alcohol  and  spir- 
its produced  in  the  country,  and  about  53  per  cent,  of  all 
the  liquors  of  every  kind ;  t.«.,  40,000,000  gallons  a  year 
out  of  76,000,000.  Only  about  15  per  cent,  of  their  out- 
put is  whiskey.  The  certificate-capital  is  $80,000,000,  in 
shares  of  $100. 

But  the  Standard  Oil  Trust  is  the  most  renowned  as 
well  as  the  most  solid  and  successful  of  the  quartette.  It 
was  organized  by  an  agreement  dated  January  2,  1882, 
though  its  head  men  began  to  see  eye  to  eye  ten  years 
earlier.  Its  chief  o£5ce  is  in  New  York  City,  where  the 
nine  trustees  hold  regular  meetings  once  a  quarter.  The 
corporations,  partnerships,  and  individuals  who  compose 
it — it  does  not,  like  the  others,  consist  of  corporations 
alone  — represent  many  different  States.  Ninety  million 
dollars  of  face  value  in  its  capital-certificates  are  outstand- 
ing, in  about  700  hands;  the  trustees,  however,  holding 
and  owning  a  majority  in  value.  The  certificate-capital 
may  be  increased  at  any  time.  The  trustees'  yearly  sal- 
ary is  $25,000  apiece ;  the  president's,  $30,000.  The  busi- 
ness over  which  this  trust  presides  is  primarily  oil  re- 
fining; but  its  pipe-line  transportation  has  become  an 
enormous  ancillary  industry.  The  allied  establishments 
employ  25,000  men  and  refine  not  far  from  75  per  cent, 
of  all  the  petroleum  refined  in  the  country. 

*  Thii  is  the  real  Whiskey  Trust.  The  title  has,  howeyer,  been  implied 
also  to  (a)  the  J.  M.  Atherton  Company,  mentioned  above,  (6)  the  Kentucky 
Whiskey-distillen'  Agreement  of  June  9,  1887,  (c)  ihib  allecred  moonshineis' 
'*  combine  *'  of  North  Carolina,  and  {d)  the  National  ProteotiTe  Association,  for 
agitating  against  pxohibitoiy  legislation. 
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The  trust  as  embodied  in  each  of  these  four  Herculean 
forms  is  a  device  to  unify  and  vitalize  corporations  for  con- 
current action,  by  partly  or  wholly  separatiug  in  each  the 
voting  power  firom  the  beneficial  ownership,  concentrating 
the  former  for  all  of  the  constituent  bodies  in  one  and  the 
same  bevy  of  men;  namely,  the  trustees.  The  strictly 
legal  title  to  the  stock  passes  to  the  trustees,  acting  as  if 
joint  tenants,  carrying  with  it,  of  course,  the  right  to  vote. 

The  looser  methods  of  concert  between  bodies  cor- 
porate, taking  one  another's  stock,  leasing  one  another's 
plants,  making  contracts  between  their  boards  of  direc- 
tion, had  involved  many  sources  of  weakness.  It  was  not 
di£Scult,  in  States  where  no  law  forbade,  for  one  corpora- 
tion to  get  in  hand  a  value-majority  of  another's  stock, 
—  the  one-half  plus  one  share  necessary  to  elect  directors 
and  secure  the  decisive  voice.  But  directors'  authority 
is  limited.  They  cannot  alienate  the  corporate  power, 
or  make  contracts  which  shall  bind  the  corporation  to 
exercise  this  in  disaccord  with  the  stockholders'  property- 
rights.  Here  is  the  reason  why  so  many  a  pooling  or 
otiier  engagement  between  corporations  has  proved  a 
rope  of  sand. 

Now  the  trust  proceeds  upon  the  theory  that  a  corpora- 
tion is  a  wholly  different  entity  from  the  corporators  who 
form  it*  What  these  do  with  their  stock  touches  the  cor- 
poration no  more  than  where  they  attend  church.  If  they 
please  to  lodge  it  with  trustees,  no  taint  attaches  to  the 
corporate  character.  A  trust  may  exist,  therefore,  and  the 
voting  power  of  all  the  constituent  corporations  entirely 
pass  into  its  hands,  without  the  slightest  peculiar  or 
doubtful  corporate  action  by  any  one  of  these.  Each  of 
the  associate  legal  persons  is  left  perfectiy  free  and  inde- 
pendent. No  charge  of  ultra  vires  is  maintainable.  If 
such  is  brought,  the  reply  is  ready  that  only  the  board 
of  directors  can  voice  the  corporation's  will,  and  that  no 
one  of  these  boards  has  had  aught  to  do  with  the  erection 
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of  the  trust.  The  grand  council  at  the  centre  can  thus 
vote  the  stock  of  all  the  corporations,  and  elect,  as 
directors  and  managers  of  each,  men  who  will  carry  out 
its  behests,  proceeding  without  a  scrap  of  corporate  agree- 
ment, with  no  legal  covenant,  with  no  compact  at  all  of 
which  there  is  record. 

The  stockholders,  meantime,  of  course  cannot  but  be 
agreeable,  since  the  trust-certificates  given  them  for  their 
stock  are  certain,  through  the  extra  efficiency  of  the 
centralized  control,  if  for  no  other  reason,  to  render  the 
change  richly  lucrative  to  them.  It  is,  to  be  sure,  not 
indispensable  that  all  the  owners  of  stock  in  a  corpora- 
tion should  give  it  up  for  trust-certificates.  It  will  suffice 
if  a  majority  be  lodged  with  the  central  board,  although 
unanimity  would  doubtless  lend  strength  to  the  union. 
For  purposes  other  than  voting,  the  trustees  are  in  appear- 
ance mere  trustees.  They  do  not  officially  or  visibly 
represent  the  corporations, — ^have,  indeed,  no  necessary 
contact  or  communication  with  them.  Tet  their  power 
to  vote  on  election  day,  seating  and  ousting  directors  as 
they  Ust,  is  enough  to  establish  absolute  sway  in  their 
hands. 

In  both  the  investigations  before  us,  witnesses  testified 
that  the  corporations  in  the  trusts  each  maintained  its 
separate  organization  and  carried  on  its  own  business. 
The  Standard  Oil  Trust  agreement  explicitly  insists  that 
all  property,  real  and  personal,  all  assets  and  all  business 
connected  with  the  trust,  must  be  vested  in  the  several 
companies,  trustees'  duties  being  restricted  to  the  receipt 
of  dividends  declared  by  the  corporations,  the  distribution 
of  them  to  trust-certificate  holders  pro  rata^  and  the 
custody  and  the  use  at  elections  of  the  stock  in  their 
charge.  Both  Sugar  Refineries  trustees  and  Standard 
Oil  trustees  denied  on  oath  that  they  as  trustees  ever  did 
any  other  business  than  to  receive  and  distribute  divi- 
dends and  hold  and  vote  the  stock  of  the  various  corpora- 
tions which  had  joined  their  trusts. 
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Counsel  for  the  Sugar  Trust,  being  reminded  that  its 
deed  of  agreement  ran  in  the  names  of  its  several  cor- 
porations, insisted  that  the  surrender  of  stock  and  the 
receipt  of  certificates  were  none  the  less  purely  the  acts 
of  individuals,  and  not  in  any  way  whatever  of  the  cor- 
porations as  such ;  and  that  the  acts  of  the  board  were 
in  like  manner  individual,  "Sugar  Refineries  Company" 
being  merely  a  convenient  name.  Witnesses  alleged  that 
each  board  of  directors  continued  to  control  its  own 
a£Eair8  so  fully  that  it  might  close  its  works  and  stiU 
share  dividends,  and  that  trustees  never  assumed  to 
dominate  or  restrict  any  corporation's  business.  H.  O. 
Havemeyer,  being  sworn,  declared  the  statement  that 
the  trustees  had  anything  to  do  with  the  management 
of  the  sugar-refining  business  absolutely  false ;  and  like- 
wise fiEtlse  the  notion  that  they  directed  in  any  way,  shape, 
or  manner  any  one  of  the  corporations  whose  stock  was 
deposited  with  them.  "There  is,"  he  said,  "a  specific 
provision  in  the  deed  that  nothing  of  the  kind  should 
occur,  and  it  has  been  rigidly  observed." 

But  we  must  certainly  take  all  this  in  the  light  of  ad- 
missions, also  in  evidence,  that  the  trustees  meet  often  in 
more  or  less  formal  sessions,  that  they  fall  in  with  each 
other  frequently  in  their  business,  that  each  has  knowl- 
edge of  the  others'  views  continually,  and  that  the  full 
voting  power  at  every  stockholders'  meeting  of  all  the 
various  corporations  is  in  the  hands  of  this  board.  So, 
when  it  is  said  in  the  testimony  that  not  the  board,  but 
only  the  corporations,  declare  dividends,  we  must  re- 
member that  the  board  hold  and  vote  all  the  stock,  and 
that  all  the  managing  authorities  of  the  corporations 
are  their  creatures.  Whatever  the  theory,  whatever  its 
status  in  law,  the  trust  is,  in  actual  fact,  a  solid,  organic, 
efficiently  centralized  structure.  All  the  purposes  put 
forward  to  explain  its  mission  presuppose  this.  Asser- 
tions of  its  loose  and  irresponsible  nature  will  beguile 
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no  one  who  reads  the  evidence.  B\irther,  while  such 
speech  may  strengthen  the  trusts'  case  legally,  it  weakens 
it  economically  and  ethically.  One  would  give  much  to 
be  assured  that  trusts  as  trusts  cheapen  cost.  Certainly 
they  might:  we  believe  they  do.  "No,"  virtually  says 
the  testimony :  "  they  as  trusts  have  no  relation  whatever 
to  production."  Why,  then,  do  they  exist?  Simply  to 
rig  prices?  We  will  not  yet  judge  them  out  of  their 
own  mouth. 

The  Congressional  committee  ask  special  attention  to 
the  adroit  form  of  combination  just  described.  It  was, 
they  say,  "  obviously  devised  for  the  purpose  of  relieving 
trusts  and  trustees  from  the  charge  of  any  breach  of  the 
conspiracy  laws  of  the  various  States,  or  of  being  a  com- 
bination to  regulate  or  control  the  price  or  production 
of  any  commodity."  Hence,  as  they  further  observe, 
the  persistent  asseverations  of  the  trusts'  witnesses  that 
it  is  the  corporations  themselves  which  own  the  tangible 
property  and  regulate  the  prices  of  commodities  and  the 
extent  of  production,  just  as  before  the  trusts  were  bom ; 
that  these  corporations  remain  with  their  organization 
intact  and  distinct,  and  not  in  combination  with  each 
other;  that  the  stockholder^^  who  owned  only  the  %tock^ 
but  by  wellnsettled  law  had  no  legal  title  in  the  property 
of  the  corporations, — these  entered  into  the  agreements, 
sold  their  stock,  and  accepted  trust-certificates  in  payment ; 
and  that  the  trustees  receive  and  hold  only  that  stock, 
have  no  legal  title  to  any  of  the  property  of  the  corpora- 
tions, and  neither  buy  nor  sell  anything  nor  combine  with 
any  one  to  fix  prices  or  regulate  production.  The  com- 
mittee are  of  the  opinion  that  all  trade  syndicates,  with 
aims  similar  to  those  of  the  trusts  scrutinized  by  them, 
have  either  adopted  this  skilful  plan  of  organization  or 
will  soon  do  so,  thus  evading  all  trust  legislation  hitherto 
proposed  in  Congress,  directed  as  it  has  been  against 
schemes  "to  fix  prices  or  regulate  production." 


Digitized  by 


Google 


tnusTs  ACconhiNQ  fo  OPPICIAL  INVJSSTI&ATIONS   136 

The  question  whether  or  not  trusts  are  legal  is  still 
$ub  judice. 

The  prinoiples  thus  far  affirmed  by  the  oonrts  (and  with  sing^olar 
harmony)  are :  1.  A  stockholder  cannot  irrevocably  divest  himself 
of  the  power  to  vote  on  his  stock,  and  his  agreement  to  that  end 
does  not  bind  him.  The  law  will  not  hold  him  in  damages  for  a 
breach  of  it,  and  eqoity  will  enforce  his  revocation  of  it.  2.  A  com- 
bination of  stockholders  to  commit  their  powers  of  voting  to  a  single 
hand  is  not  illegal  per  se,  but  amounts  to  the  giving  of  so  many 
proxies.  3.  Stockholders  not  in  the  combination  cannot  have  relief 
against  it  unless  its  object  be  iUegaL  4.  If  the  object  be  illegal,  as, 
e.g^  to  confer  the  power  to  dictate  the  vote  upon  another  corporation 
which  could  not  directly  hold  stock  and  cast  the  vote,  the  contract 
is  illegal,  and  any  stockholder  may  enjoin  the  execution  of  it* 

The  trust  being  so  profitable  is,  as  we  have  seen,  about 
sure  to  take  in  and  satisfy  all  the  stockholders,  so  that  it 
would  have  nothing  to  fear  from  them,  even  were  the 
purpose  of  their  stock-transfer  pronounced  illegal.  The 
institution  is  vulnerable,  if  at  all,  only  from  the  side  of 
the  State.  Two  avenues  of  attack  upon  it  are  open,  and 
have  already  been  utilized :  the  charges,  namely,  (1)  that 
it  usurps  the  functions  of  a  corporation  without  being  one, 
and  (2)  that  it  contravenes  public  policy  as  obstructing 
trade  and  enhancing  prices. 

On  the  strength  of  (1),  the  Louisiana  court  has  re- 
cently condemned  the  Cotton  Oil  Trust ;  f  but  this  view 

*  19  AbboU'i  New  Ca$e»,  448  mq^.  ;  fkoU  on  Stock  Tmsti  for  the  Ckmtrol  of 
Corpontioiit.  We  are  indebted  to  this  learned  diMmanon  for  many  le^ 
points.  On  tome,  the  writer's  able  ooUeaflrno,  Professor  C.  A.  Collin,  of  the 
ComeU  UmTersity  Sohool  of  Law,  has  also  kindly  thrown  light.  In  the 
Political  Sdemx  Quarterly  for  Deoember,  1888,  Professor  T.  W.  Dwight  main- 
tains not  only  ihe  legality  of  trosts,  but  also  the  impossibility  of  tooehing 
them  by  legislation,  State  or  national.  He  seems  to  ns  to  assume  the  Tery 
point  at  issne ;  namely,  the  oorreotness  of  the  purpose  for  which  trusts  are  here. 
WiU  it  do  to  take  this  for  granted,  with  no  canrass  of  their  aetual  doings, 
simply  trom  the  innooent  tenor  of  the  Sugar  Refineries  deed  ?  On  the  other 
side,  see  General  Pryor's  impressive  argument  in  the  case  New  Yoik  v$.  North 
Rirer  Sugar  Refining  Company. 

1 1  RaUway  atid  Corporation  Law  Journal^  609  §eq. 
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of  the  law,  it  is  believed,*  'will  not  be  sustained  in  any 
of  the  other  States.  The  case  People  of  the  State  of 
New  York  vs.  Henry  O.  Havemeyer  et  al.  (Sugar  Refin- 
eries Company),  now  pending  in  the  Supreme  Court  of 
the  State,  is,  however,  also  based  upon  this  allegation  (1). 
That  against  the  North  River  Sugar  Refining  Company, 
on  the  other  hand,  now  arguing  before  the  same  court,t 
turns  upon  (2).  The  issue  of  these  litigations  will  be 
learned  with  interest;  but,  shoidd  it  be  adverse,  and 
followed  in  other  commonwealths,  trusts  would  not  yet  be 
laid.  The  day  of  old-time  competition  has  set.  Law  or 
no  law,  capitalists  will  henceforth  march  mostly  in  pha- 
lanxes. 

Such  in  essential  structure  is  the  trust ;  but  there  are 
many  other  interesting  questions  concerning  it  on  which 
our  data  give  information.  Before  passing  to  them,  how- 
ever, it  may  be  well  to  premise  a  remark. 

Scores  of  business  understandings  and  associations  exist 
whose  utility  cannot  be  questioned.  The  aggregation  of 
capital  and  the  centralization  of  management  are  often 
incalculable  benefits.  It  has  been  a  strong  count  in  the 
socialists'  criticism  of  the  old  economic  order  that  under 
it  production  is  carried  on  in  so  wasteful  a  way;  and 
thoughtful  socialists  have  well  shown  at  how  many  points, 
and  how  extensively  at  some  of  them,  society  might  save, 
were  production  placed  under  wise  and  general  super- 
vision. Competition  is  by  no  means  always  a  good.  It 
is,  indeed,  never  so  for  its  own  sake,  but  only  as  a  means 
to  keep  lowest  possible  cost  plus  normal  profit  the  law  of 
price.  But  it  may  abnormally  raise  cost  and  prices  both. 
Different  manufacturers  start  their  machinery  in  igno- 
rance of  each  other's  aims,  and  crowd  the  markets  with  a 

*  Mickey,  in  22  American  Law  Beview,  542. 

t4  BaUwttjf  and  Carporatian  Law  Journal^  146,  241 1  27  Central  Law 
Journal,  205. 
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stock  too  heavy  to  be  taken  off.  While  the  strife  is  on, 
prices  are  low ;  and,  for  this  felicity,  people  bless  competi- 
tion. The  failores  which  ensue,  the  stoppage  of  work,  the 
decay  of  mills  and  machinery,  and  the  rise  of  prices  en- 
tailed by  all  this,  often  making  the  average  cost  of  goods 
for  the  period  far  higher  than  was  necessary, —  these  things 
few  refer,  as  all  should,  to  competition.  The  giant  style  of 
undertaking  is,  in  part  at  least,  a  wholesome  movement 
away  firom  this  evil.  By  it,  the  field  of  the  industry  in 
question  can  be  mapped  out,  careful  estimates  made  of  the 
probable  demand,  and  production  adapted  to  this  in  both 
place  and  time,  all  with  a  thoroughness  impossible  so  long 
as  competition  was  unbridled. 

In  femiiliar  instances,  consolidation  is  confessed  by  all  to 
have  worked  well.  Who  would  have  the  telegraph  sys- 
tem of  the  country  or  its  great  railway  lines  broken  again 
into  the  pieces  they  once  were  ?  With  mutually  related 
activities  which  do  not  fuse,  pooling,  too,  is  under  certain 
conditions  indispensable.  An  instance  is  the  extraction 
of  crude  oiL  Some  of  the  fields  cover  such  geological 
formations  that  a  deep  well  will  drain  all  the  others  for 
a  considerable  distance.  Competition  among  well-owners 
here  would  immensely  enhance  risks  and  cost.  Arrange- 
ments for  correlating  establishments  and  regulating  com- 
petition are  not  therefore  per  ««  to  be  condemned.  The 
only  questions  that  can  justly  arise  in  the  premises  are 
where  and  how  beneficial  co-operation  can  be  introduced 
without  involving  fraud  and  baneful  monopoly.  These 
considerations  ought  to  divest  us  of  all  prejudice,  as, 
guided  by  our  evidence,  we  proceed  to  some  more  specific 
queries. 

Have  the  great  trusts  secured  extraordinary  gains? 
Undoubtedly,  they  have  done  well.  The  &ce  value  of 
the  Sugar  Refineries'  total  certificates  was  fixed  at  a  sum 
fjEir  greater  than  that  of  the  total  stock  which  they  re- 
placed.   The  New  York  committee  say  four    times  as 
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great,  and  the  way  in  which  counsel  fought  shy  of  the 
point  lends  color  to  some  such  estimate.  They,  it  is  true, 
stood  to  it  that  the  old  stock  capitalization  had  been  too 
low,  and  that  the  properties,  including  good  will,  patents, 
and  producing  capacity,  possessed  yidue  fully  up  to  the 
aggregate  of  certificates.  Light  is  thrown  on  this  asser- 
tion by  the  fact  that  $595,000  of  face  value  in  certificates 
were  assigned  to  the  North  River  Sugar  Refinery,  which 
had  just  before  been  purchased  for  $825,000  in  cash.  So 
wide  a  margin  of  the  new  paper  over  the  old  certainly 
seems  to  imply  a  wish  on  the  part  of  the  managers  to  pro- 
vide for  an  inordinate  income  without  letting  it  be  too 
visible.  The  certificates  were  apparently  proportioned, 
not  to  the  old  getting  power,  but  to  the  larger  one  which 
was  in  prospect.  The  certificates,  at  the  time  the  testi- 
mony was  offered,  ranged  in  value,  so  the  papers  said, 
between  $65  and  $85  per  share.  Call  it  $75.  This  would 
mean  that  the  property  had  appreciated  about  80  per  cent, 
simply  by  coming  under  the  trust  But  there  is  reason  to 
suppose  that  the  proportion  of  certificates  to  stock  was 
much  larger  in  the  cases  of  the  other  corporations  than  in 
that  of  the  North  River  Company.  This,  at  least,  the 
company's  managers  believed.  Putting  various  data  to- 
gether, we  hazard  the  conjecture  that  the  property  which 
was  placed  in  trust  has  been  gladdening  its  owners  with 
not  less  than  10  per  cent,  returns.  It  is  not  unreasonable 
to  agree  with  gentlemen  in  the  trust,  that  the  rate  might 
have  been  far  higher  but  for  "  all  this  howl  in  the  papers 
about  trusts,"  as  Mr.  H.  O.  Havemeyer  expressed  it,  and 
the  consequent  legislative  investigations. 

The  Cotton  Oil  Trust,  too,  uttered  certificates  much  in 
excess  of  the  aggregate  stock  on  which  it  was  based ;  but 
how  much  neither  coaxing  nor  threats  could  induce  wit- 
nesses to  state.  One  of  them,  being  asked  whether  the 
stock  amounted  to  a  fifth  of  the  certificates,  answered,  "  I 
think  a  good  deal  more."     Q.  ^^  Was  it  as  much  as  one- 
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third  ?  "  A.  "  I  could  not  say.  I  know  it  was  more  than 
one-fifth."  Q.  "  Between  those  figures,  was  it  not  ?  "  A. 
**It  is  a  matter  of  a  good  deal  of  conjecture."  Q.  "Was 
it  less  than  a  third?"  A.  "I  should  think  not  less  than 
a  third."  "  Good  will "  evidently  entered  to  a  consider- 
able extent  into  this  capitalization  also.  The  cotton  oil 
certificates  (par  value  $100)  have  sold  as  high  as  $65,  as 
low  as  $31.  On  December  10, 1888,  they  sold  for  $54.25, 
and  were  rising.  A  quarterly  dividend,  the  only  one  re- 
ported, was  declared  in  August,  1887.  It  was  1  per  cent, 
on  the  face  value  of  the  certificate,  or  4  per  cent,  yearly. 
This,  however,  left  money  in  the  corporation  treasuries. 
The  original  investment  must  have  brought  in  late  years 
not  less  than  12  per  cent. 

The  Whiskey  Trust's  certificates  —  so  Mr.  J.  B.  Green- 
hut's  testimony  seems  to  mean  —  footed  up  two  or  two  and 
a  half  times  the  amount  which  the  plants  would  have 
sold  at,  yet  paid  regular  dividends,  after  January  1, 1888, 
of  one-half  per  cent,  a  month.  This  would  obviously 
equal  12  or  15  per  cent,  on  the  original  capital. 

The  Standard  Oil  Trust,  like  its  fellows,  emitted  a 
greater  face  value  in  certificates  than  had  been  outstand- 
ing in  stock.  It  is  to  be  regretted  that  Mr.  Rockefeller 
did  not  defy  his  counsel,  and  frankly  tell  the  Congres- 
sional committee  just  how  many  certificates  each  party  to 
the  trust  received  and  the  relation  in  value  of  the  certifi- 
cates to  the  old  stock.  Was  it  his  motive  to  keep  corpo- 
rations from  knowing  each  how  the  others  fared  in  the 
distribution?  They  will  learn  in  spite  of  him.  This  is 
no  "purely  private  matter,"  and  the  determination  so  to 
treat  it  cannot  but  work  the  suspicion  that  the  Trust's 
winnings  have  been  greater  than  it  would  be  safe  to  dis- 
close; but  it  was  admitted  that  "the  amount  of  certifi- 
cates issued  was  in  excess  of  the  appraised  value  of  the 
tangible  property  of  the  various  corporations, —  intangible 
property,  such  as  good  will,  patents,  trade-marks,  etc., 
being  included  in  the  valuation." 
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The  yield  of  this  copious  paper  proved  very  generous, 
averaging  in  the  first  six  years  of  the  Trust's  life  7i  per 
cent,  annually,  in  addition  to  about  4  per  cent*  of  annual 
surplus.  Part  of  this  surplus  went  into  the  twenty  mill- 
ion dollars'  worth  of  new  certificates,  which  were  issued 
early  in  1887,  to  raise  the  original  seventy  millions  to 
ninety.  Besides,  it  was  thought  possible  tiiat,  after  the 
estimates  for  1887  were*  all  in,  there  would  be  a  still  fur- 
ther amount, —  equal  to  IJ  per  cent,  during  the  Trust's 
whole  history, —  making  the  rate  earned  by  the  certificate- 
capital  embarked  in  the  adventure  from  its  beginning  till 
the  end  of  1887  somewhere  about  12i  or  18  per  cent. 
The  par  of  the  certificates  is  $100.  At  the  time  of  the 
investigation,  they  were  selling  at  $165.  They  have  been 
20  per  cent,  higher  than  this,  and  never  lower  than  $80  or 
$70.  Suppose  ^^  water  to  have  been  mingled  with  the 
oil"  to  the  extent  of  one-third  of  the  initial  certificate- 
capital,  the  old  stock  must  have  been  bringing  its  posses- 
sors 18  or  20  per  cent,  yearly. 

Were  the  gains  in  these  cases  earned  t  Of  course,  no 
just  inference  is  to  be  drawn  from  their  mere  largeness. 
Even  if  the  certificates  embodied  water,  it  does  not  neces- 
sarily follow  that  dividends  were  paid  upon  them  at  the 
expense  of  the  public.  It  is  conceivable  that  these  were 
earned  as  truly  as  the  wages  of  any  laborer  in  the  land. 
So  tremendous  are  the  advantages  of  massed  capital  and 
centralized  control,  that  an  establishment  possessing  them 
ought  to  produce  at  a  cost  so  greatly  below  what  isolated 
undertakings  would  incur  as  to  sell  more  cheaply  and  get 
rich  at  the  same  time.  Glaus  Spreckels  put  it  well  in  his 
words  to  the  Congressional  committee,  ^^I  can  conceive 
of  a  trust,  if  it  is  not  too  anxious  to  make  money,  being 
in  fact  a  real  benefit  to  the  country  in  cheapening  cost ; 
but,  if  they  are  at  all  selfish,  as  men  mostly  are,  I  can  con- 
ceive of  the  trust  being  made  very  injurious  and  detri- 
mental to  the  interests  of  the  country."      "We  have 
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found,"  80  testified  the  president  of  the  Standard  Oil 
Trust,  ^^  that^  with  all  the  talent  represented  in  the  differ- 
ent departments  of  this  business,  we  were  making  progress 
in  all  these.  In  the  chemistry,  in  the  making  of  barrels, 
in  the  making  of  tin  cans,  and  in  all  the  little  economies 
of  the  business,  we  have  steadily  made  progress ;  and,  as 
that  progress  has  been  made,  we  are  enabled  to  push  the 
sale  of  products  more  and  more,  and  yet  have  for  our- 
selves a  return.  And  that  has  been  the  history, —  steady 
reduction  of  cost  of  all  that  goes  to  make  up  the  aggre- 
gate cost  of  the  oil,  and  improvement  in  the  quality  of  the 
oils."  Impressive  testimony  was  also  borne  touching  the 
successful  efforts  of  the  Standard  Oil  managers  to  enlarge 
their  market  abroad.  Probably  no  business  that  ever 
existed  in  this  or  any  other  country  has  made  such  reso- 
lute, unremitting,  and  triumphant  mercantile  campaigns 
in  lands  foreign  to  its  seat  as  the  Standard  Oil  Trust. 
The  result  is  one  clear  proof  of  the  advantage  secured  by 
carrying  on  business  in  this  mammoth  way.  Isolated 
refineries  would  never  have  won  a  hundredth  part  of  this 
foreign  trade.  And,  whatever  uneconomic  measures  the 
Standard  may  have  been  guilty  of  in  extending  its  field 
at  home,  its  victory  abroad  is  mainly  due  to  its  commenda- 
ble enterprise. 

But  it  is  clear  that  each  of  these  trusts  has  a  consider- 
able power  to  fix  its  buying  and  its  selling  prices  arbitra- 
rily, and  that  all  or  nearly  all  have  to  some  extent  done 
this.  They  can  compel  sales  to  themselves  at  the  narrow^ 
est  living  profit  above  cost  of  production,  and  can  sell  at 
prices  higher  than  would  have  prevailed  under  free  com- 
petition, allowing  for  such  improvements  in  machinery 
and  methods  as  might  reasonably  have  been  expected,  had 
competition  continued. 

Advocates  of  the  trusts  evidently  suppose  that  no  ab- 
normal prices  are  possible  in  an  industry  so  long  as  any 
sort  of  competition  prevails.    Were  the  competition  other 
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than  formal,  this  would  be  true ;  but,  in  the  case  of  these 
three  trusts,  it  is  formal  only.  The  point  deserves  special 
attention.  It  is  maintained  that  the  Standard  Oil  Trust, 
for  instance,  must  have  been  refining  oil  at  a  rate  as  low 
as  could  have  been  afforded  iinder  the  most  favorable 
competitive  rSgime^  because  there  remain  active  refineries 
not  leagued  with  it.  The  argument  is  thought  to  be  re- 
enforced  by  the  observation  that  the  number  of  outside 
concerns  has  even  increased,  perhaps  doubled,  since  the 
trust  went  into  effect.  The  inference  is  unwarranted.  It 
is  not  necessary,  in  order  that  a  great  business  may  put 
a  monopoly  price  upon  its  goods,  that  it  directly  control 
the  entire  production.  Immediate  mastery  of  a  decided 
majority  is  practically  the  mastery  of  all.  So,  in  the  case 
of  steel  beams,  no  new  establishment  or  two  will  ever 
break  present  monopoly  rates.  To  effect  that,  producing 
power  would  have  to  be  doubled. 

No  one  will  question  that  the  Copper  Syndicate  has 
enormously  raised  prices  above  what  competition  would 
have  made  them.  Competitively,  the  metal  would  be 
selling  for  ten  cents  a  pound  instead  of  sixteen.  Yet  the 
Syndicate  purchases  only  about  three-fifths  of  the  world's 
entire  product.  This  enables  it  to  dictate  prices  to  con- 
sumers ;  and  all  the  producers  not  in  the  Syndicate  —  like 
the  Anaconda  Company  of  Montana  —  secure  the  advan- 
tage. The  Cotton  Bagging  agreement  nearly  doubled 
prices,  though  two  mills  at  least  stood  aloof.  The  chief 
witness  for  this  monopoly  declared :  "  I  think  it  gives  us 
absolute  control  of  the  bagging  market.  If  we  said  it 
should  be  twenty-five  cents  a  yard  to-morrow,  it  would  be 
twenty-five  cents  a  yard."  He  seemed  to  think  the  rise 
actually  decreed  to  be  a  trifle,  costing  the  average  cotton- 
raiser  no  more  than  his  tobacco  bill  for  a  month,  and  the 
entire  South  only  the  matter  of  $4,000,000.  The  outside 
mills  shared  the  plunder.  Precisely  the  same  occurs  in 
the  Oatmeal  Millers'  Association  of  Canada, —  a  ring  for 
depressing  the  price  of  oats  and  raising  that  of  meal.    It 
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has  closed  ten  mills,  paying  them  firom  $800  to  $800  each 
per  annum,  or  a  total  of  $6,812,  for  inactivity.  The 
Canadian  Trust  Committee  find  that  the  outside  mills, 
numbering  about  twenty-five,  are  ^^  of  such  limited  capac- 
ity that  their  influence  is  not  materially  felt  in  the  general 
market;  but  they  avail  themselves  of  whatever  advan- 
tage the  combination  gives  them  to  keep  up  prices/' 

The  principle  here  is  similar  to  that  of  rent.  Price- 
fixing  by  the  dearest  cost  of  production  is  another  ana- 
logue. We  know  that  the  rates  to  consumers  for  sugar 
have  not  been  lowered  by  the  entry  of  the  Hawaiian  crop 
into  this  country  duty  &ee,  for  the  simple  reason  that 
not  enough  thus  comes  in  to  supply  the  market.  So  the 
silver  dollar  continues  at  gold  par,  because  not  sufficient 
silver  dollars  or  certificates  circulate  to  do  the  country's 
required  money  work.  In  substantially  the  same  way, 
unless  the  small  producers,  who  pretend  to  compete  with 
the  trusts,  can  so  enlarge  their  capacity  as  to  supply  the 
market, —  of  course  an  impossibility, —  it  will  remain,  as 
heretofore,  for  the  trust  to  say  what  prices  shall  be. 

When  a  commodity  is  turned  out  under  such  condi- 
tions, cost  no  longer  regulates  the  price.  This  is  done 
quite  arbitrarily  for  a  time,  the  seller's  whim  being  per- 
haps sobered  a  little  by  his  memory  of  old  competitive 
rates.  Slowly  caprice  gives  way  to  law ;  but  it  is  a  new 
law, —  that  of  men's  need.  Prices  go  higher  and  higher 
till  demand,  and  hence  profit,  begins  to  fall  off;  and  they 
then  play  about  the  line  of  what  the  market  will  bear, 
just  as  they  used  to  about  that  of  cost.  The  producer 
can  be  more  or  less  exacting,  according  to  the  nature  of  the 
product.  If  it  is  a  luxury,  the  new  law  may  not  greatly 
elevate  prices  above  the  old  notch.  If  it  is  a  necessity,  he 
may  bleed  people  to  death. 

Whether  or  not  any  one  of  these  combinations  has 
exercised  this  power  is  another  question,  though  equaUy 
soluble.  Just  as  we  might  have  expected,  almost  or  quite 
all  of  them  have  done  so.     We  have  seen  this  to  be 
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true  of  the  Milk  Exchange,  of  the  Storage  and  Envelope 
Companies,  and  of  the  Copper  and  Bagging  Syndicates. 
The  Canadian  ^*  combines "  as  well,  all  but  one  or  two, 
proceeded  to  raise  prices  as  soon  as  formed.  Our  Sugar 
Refineries  Company  did  the  same.  It  made  sugar  con- 
siderably dearer,  and  that  at  precisely  the  season  of  year 
when  the  marketing  of  the  Louisiana  crop  usually  renders 
it  extraordinarily  cheap.  Mr.  W.  P.  Willett  finds  that 
the  difference  between  standard  raw  sugar  and  standard 
refined  increased  from  five-eighths  of  a  cent  a  pound  in 
January,  1888,  when  the  trust  got  full  control  of  the 
market,  to  one  and  three-sixteenths  cents  in  January  and 
to  one  and  a  quarter  in  February,  a  change  costing  the 
country  a  round  million  and  over  each  month  it  was  main- 
tained.* The  sugar  men  admitted  an  advance  of  half  a 
cent  a  pound  in  their  prices,  but  sought  to  excuse  it  by 
noticing  that  the  London  rise  had  been  twice  as  great. 
Of  course  this  signifies  nothing,  as  the  change  abroad 
could  not  have  affected  cost  of  refining. 

Concerning  the  Cotton  Oil  Trust  the  case  is  less  dear. 
Since  its  organization  in  1884,  crude  cotton  oil  has  fallen 
somewhat,  while  in  refined  there  has  been  little  change. 
This  means,  if  cost  of  production  has  been  lessened  as 
alleged,  a  decided  relative  rise.  On  the  other  hand,  cot- 
ton seed  has  advanced  in  price.  How  much,  therefore, 
this  Trust  gets  from  customers  beyond  what  competition 
would  be  taking  we  will  not  presume  to  say.  The  Whis- 
key Trust,  if  we  accept  the  figures  placed  in  evidence,  has 
even  cheapened  its  product  to  consumers,  besides  paying 
for  com  a  higher  price  than  previously  prevailed. 

There  is  no  question  that  the  prices  of  petroleum  have 
fallen  since  the  Standard  Trust  was  launched ;  and  this 
fact  has  been  held  by  writers  of  high  character,  as  well  as 
by  the  thoughtless,  to  justify  the  Trust's  existence  and  do- 

*  The  yearly  per  capita  oonsnmptioii  of  the  United  States  is  60  lbs.  A  rise  of 
a  cent  kept  up  for  a  year  costs  ns  $25,000,000.  The  refineries  not  in  the  trast 
get  for  ihttr  sugar  just  the  same  prices  as  those  in  it. 
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ings.  But  it  argues  nothing,  since  the  prices  of  commod- 
ities in  general,  including  crude  oil,  of  which  the  Standard 
produces  next  to  none,  have  been  going  down  during  the 
same  period.  To  make  an  argument,  it  would  be  neces- 
sary to  prove  the  fall  greater  than  it  could  have  been  had 
the  business  remained  in  the  hands  of  smaller  but  powerful 
separate  corporations  competing  with  one  another.  This 
cannot  be  shown. 

The  Standard  refines  and  it  transports.  We  are  assured 
that  it  does  both  at  vastly  less  cost  than  by  previous  meth- 
ods. How  little  it  as  yet  permits  the  public  to  share  the 
benefit  appears  from  the  following  table,  figured  from 
oil  statistics  submitted  to  the  Congressional  committee. 
The  reader  will  please  notice  particularly  the  right-hand 
column. 
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One  who  remembers  that  the  Trust  existed  informally 
so  early  as  1872  will  at  first  incline  to  credit  it  with  the 
swift  &11  in  the  differences  between  that  and  1882.  No. 
We  have  computed  these  differences  back  to  1861,  and 
also  the  percentage  of  decrease  or  increase  in  them  from 
year  to  year.    The  result  is  as  follows :  — 

From  1861  to  li$72,  ineliisiTe, —  t^.,  before  any  trust  whateyer 
existed, — the  net  ayera^e  annnal  percentage  of  decrteue  in 
the  price  of  refining  oil  and  carrying  it  to  tide  water  was    10.4332 

From  1873  to  1881,  inclnsiTe,  the  Trust's  infirm  and  formatiye 

period,  the  fignre  was 7.3897 

From  1882  to  1887,  indnsiye,  the  yean  of  its  full  maturity  and 

▼igor,  it  was 2.2879 

Another  indication  that  the  power  and  income  of  these 
combinations  depend  in  part  upon  monopoly  is  their  action 
in  limiting  production.  Each  of  them  has  at  one  time  or 
another  caused  establishments  to  suspend  business.  Fac- 
tories have  been  bought  for  the  purpose  of  being  destroyed 
or  permanently  closed  and  makers  of  machinery  indispen- 
sable to  the  best  and  cheapest  production  hired  not  to  sell 
outside  the  ring.  This  policy  is  unaccountable  except 
upon  the  theory  that  the  managers  dread  competition,  and 
are  determined  so  far  as  possible  to  prevent  it.  While  in 
order  to  dictate  prices  it  is  not  necessary  for  them  to  have 
driven  all  opposition  from  the  field,  they  feel  safer  the 
more  close  the  approach  to  such  a  result. 

November  1, 1887,  the  Standard  Oil  authorities  made^a 
stipulation  with  the  Producers'  Protective  Association  of 
the  oil  fields,  by  which  five  million  barrels  of  oil  belonging 
to  the  Standard  were  set  apart  for  the  benefit  of  the  Asso- 
ciation, upon  its  engaging  to  curtail  the  production  of 
crude  oil  at  least  17,500  barrels  a  day.  The  paper  was 
actually  signed  by  the  Standard  Oil  Company  of  New 
York ;  but  the  Producers  understood,  and  so  testified,  that 
they  had  made  it  with  the  Trust.*  If  at  the  end  of  the 
year  the  production  proved  to  have  been  lessened  by  the 

*  A  most  natural  confnsion.    One  witness,  being  asked  Mr.  Brewster's 
oonneotion  with  the  Standard,  said :  **  I  think  he  is  Tice-president.    I  do  not 
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aforesaid  amount,  the  Producers  were  to  get  all  that  this 
oil  sold  for  above  sixty-two  cents  a  barrel,  storage,  fire 
losses,  and  insurance  being  first  subtracted.  To  make 
good  its  part  of  the  writing,  the  Producers'  Association 
entered  into  a  covenant  with  the  Well-drillers'  Union, 
agreeing  to  pay  them  the  profits  over  sixty-two  cents  a 
barrel  on  one  million  barrels  of  oil  and  part  profits  on 
another  million,  in  return  for  their  promise  to  desist  from 
drilling  and  cleaning  wells  throughout  the  oil  field,  thus 
actually  rewarding  a  very  large  number  of  men  for  Ijring 
idle.  The  Drillers  called  this  "  earning  "  the  oil.  After 
the  date  of  this  agreement,  the  average  reduction  was 
25,000  barrels  a  day.  Perhaps  to  the  extent  of  t,000 
barrels  it  was  due  to  natural  shrinkage,  but  the  rest  was  in 
consequence  of  the  shut-down.  Here  you  have  a  deliberate 
conspiracy  between  two  formidable  organizations  to  limit 
the  production  of  crude  oil  so  as  to  raise  its  price.  In 
great  part  it  succeeded.  They  hoped  to  "bull"  pipe-line 
certificates  to  fl.50.  These  went  up  to  98  cents  and 
tl.OO,  soon  falling  back,  indeed,  to  75  cents,  but  not  to 
their  old  level. 

This  bit  of  history  presents  a  curious  problem.  Pipe- 
liners  are  at  this  writing  (December  11, 1888)  worth  90 
cents ;  and  it  is  quite  likely  that,  when  the  present  stock 
of  oU  on  hand  has  been  disposed  of,  the  price  will,  owing 
to  decidedly  lessened  exuberance  of  the  flow  from  the 
wells,  continue  considerably  higher  than  it  was  when  the 
contract  for  closure  was  concluded.  Should  this  prove  to 
be  the  case,  it  will  appear  that  the  November  manceuvre 
had  the  effect  of  steadying  prices,  anticipating  a  rise  that 
was  certain  to  come  anyway,  and  saving  many  of  the  pro- 
ducers firom  ruin.  Fault-finders  with  the  course  taken 
will  naturally  reply  that  the  relief  was  procured  at  the 
expense  of  oU-consumers.    Correct ;  but,  inasmuch  as  far 

know  whether  of  the  Ing  thing  or  the  little  thing,  hot  some  of  the  things.  He 
is  Tiee-pnaident  of  something,—  thst  is  what  is  on  his  door." 
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the  greater  part  of  these  live  abroad,  the  operation  will 
have  to  be  declared  a  net  gain  to  the  United  States  at  the 
expense  of  foreigners.  Whether,  therefore,  the  compact 
was  justifiable  or  not  involves  among  other  questions  a 
very  interesting  point  of  international  ethics.  The  French 
copper  deal  raises  the  same  problem.  Extortionate  as  they 
are  to  American  consumers  of  the  metal,  the  Secr^tan 
contracts,  if  carried  out,  bid  fair  to  yield  a  net  increase  to 
this  nation's  wealth.  It  is  not  certain,  for  we  do  not  yet 
know  what  proportion  of  our  copper  can  be  exported 
under  them. 

There  is  further  evidence  that  the  tremendous  income 
which  holders  of  Standard  Oil  certificates  have  received 
has  not  all  been  in  any  economic  sense  earned.  The 
evidence  given  and  placed  before  the  Congressional  com- 
mittee proved  to  a  demonstration  that  a  vast  proportion 
of  the  Standard  Oil  profits  had  originated  in  favors  from 
transportation  companies.  All  over  the  country,  during 
many  years,  until  forbidden  by  the  Interstate  Commerce 
Act,  common  carriers,  to  secure  its  custom,  granted  to  the 
Standard  enormous  secret  rebates,  thus  not  only  enabling 
it  to  reap  phenomenal  returns  on  whatever  business  it 
might  have  done  competitively,  but  to  break  down  com- 
petitor after  competitor  in  the  struggle,  so  as  to  get  many 
local  markets  entirely  to  itself,  charging  whatever  prices 
it  liked.  On  shipments  from  Pittsburg  to  Philadelphia, 
the  Standard  for  a  time  received  the  rebate  of  more  than 
half  the  freight,  no  matter  who  was  the  shipper.  That 
these  preferentials  wrought  hardship  and  were  a  curse  all 
must  agree ;  yet  it  is  not  so  easy  to  say  what  admitted 
principle  of  business  ethics  they  traversed.  In  demand- 
ing them,  the  Standard  was  doing  only  what  every  house- 
keeper constantly  does  in  dealing  vdth  grocers.  It  used 
no  force  to  extort  them :  it  simply  said,  "  If  you  do  not 
transport  for  us  so  and  so,  we  will  employ  others  or  else 
build  a  line  of  our  own."    And  the  carriers  on  their  part 
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did  but  allow  their  lusty  customer  advantages  the  same  in 
nature  with  those  that  are  continually  offered  to  dealers 
on  a  large  scale.  Nothing  but  the  magnitude  of  these 
makes  them  seem  outrageous.  Does  any  one  object  to 
the  secrecy  ?  That  complaint  may  be  just ;  yet  few,  cer- 
tainly, are  the  jobbers  who  do  not  often  give  to  heavy 
buyers  prices  which  are  not  to  be  published. 

Sometimes,  beyond  question,  carriers  were  justified,  from 
a  business  point  of  view,  in  making  the  figures  which  are 
complained  of.  Thus,  testimony  showed  that  the  Pacific 
railways  cut  rates  to  the  Standard  as  they  did  because,  if 
this  were  refused,  the  oil  would  go  to  the  Pacific  Coast 
around  Cape  Horn.  The  ships  bearing  it  would  take 
along  much  other  freight  as  well,  and  would  also  return 
laden  with  freight.  It  was  an  object,  therefore,  for  those 
lines  to  secure  the  oil  traffic  even  without  money  and 
without  price. 

But,  speaking  generally,  it  is  not  so.  If  the  readiness 
with  which  managers  of  great  transportation  companies 
hastened  to  their  knees  before  this  mercantile  Sesostris,  as 
if  sovereign  of  the  world,  can  in  most  cases  be  explained 
without  reflections  upon  their  integrity,  their  reputation 
for  sagacity  must  suffer.  So  suppliant  a  course  was  at 
last  found  to  be  fatally  impolitic  for  the  grantors  them- 
selves. In  trampling  to  death  his  rivals,  the  Colossus 
ground  in  pieces  many  who  had  been  and  might  have  con- 
tinued the  railways'  best  supporters.  Then,  after  they 
had  begun  slow  suicide  in  the  effort  to  secure  the  Stand- 
ard's gracious  favor,  it  took  from  them,  wherever  pos- 
sible, its  own  business  too,  transferring  it  to  its  new  pipe 
lines. 

Our  sources  show  that  the  witchery  of  the  Standard  Oil 
interest  has  penetrated  even  the  political  world.  For 
some  years  it  influenced,  not  to  say  dominated,  in  at  least 
one  great  State,  the  legislature,  executive,  and  courts. 
Its  wiles  in  that  field,  described  with  large  detail  in  the 
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records  of  the  Congressional  committee,  render  very  clear 
the  political  menace  resident  in  these  stupendous  aggre- 
gations of  wealth.  Only  the  Nation's  arm  can  cope  with 
them.  It  is  refreshing  to  turn  from  the  account  of  Penn- 
sylvania's obsequiousness  to  that  decree  of  the  Interstate 
Commerce  Commission  which  commands  that  the  Louis- 
ville &  Nashville  Railroad  Company  ^^  do  forthwith  cease 
and  henceforward  abstain  from  the  unjust  discrimination 
[in  favor  of  the  Standard  Oil  Company  of  Kentucky] 
found  to  exist  in  its  charges  for  the  transportation  of 
petroleum  oils  as  between  shipments  in  barrels  and  in 
tanks,  and  from  making  any  higher  charges  by  the  100 
pounds  for  the  transportation  of  the  oUs  in  barrels,  includ- 
ing the  barrels,  than  it  makes  or  shall  make  contempo- 
raneously for  the  transportation  of  the  like  weight  of  the 
oils  in  tanks." 

Another  question,  often  mooted  by  the  public  and  made 
very  prominent  in  the  Congressional  investigation,  con- 
cerns the  relation  of  these  combinations  to  our  customs 
duties  system.  With  a  word  hereon,  our  review  shall 
close.  A  restrictive  duty  can  of  course  lend  no  life  to 
local  monopolies  like  the  Milk  Ring  and  Butchers'  Ring, 
mentioned  above.  As  little  does  it  aid  monopolies  over 
goods  like  cotton-seed  oil,  which  practically  we  alone  pro- 
duce. American  spirits,  also,  but  for  the  German  export 
bounty  on  spirits,  would  command  the  markets  of  the 
world.  Though  there  is  a  duty  on  petroleum,  it  can  at 
present  hardly  amount  to  anything,  as  foreign  producers 
could  not  yet  compete  in  America  with  ours,  even  were 
importation  free.  But  in  Europe  and  Asia  the  Standard 
is  even  now  in  dangerous  and  growing  competition  with 
Russian  oU-producers.  The  great  Baku  wells  are  at  this 
moment  the  most  prolific  on  earth.  Their  supply  seems 
practically  limitless.  Within  the  past  few  years,  the  Roth- 
schilds and  other  large  capitalists  have  invested  in  the 
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Russian  oil-trade ;  and,  by  the  aid  of  American  inventions 
and  methods  for  producing,  refining,  and  transporting, 
they  are  putting  upon  the  world's  markets  some  three 
million  barrels  of  refined  oil  per  annum.  It  is  not  as  yet 
the  equal  of  American,  but  is  rapidly  improving.  Here 
and  there  in  the  Old  World  the  Standard  has  already  been 
forced  to  cut  prices  in  order  to  keep  its  trade.  In  time, 
but  for  our  tariff,  Muscovite  oil  might  deluge  Pennsylva- 
nia itselt  No  approach  to  such  an  event  is  likely,  how- 
ever. The  conflict  bids  fair  to  issue  rather  in  a  world 
trust  in  oil. 

The  Sugar  Trust  could  be  crushed  by  a  reduction  of 
duties.  This,  no  doubt,  so  perfect  has  the  art  of  refining 
become  abroad,  might  ruin  our  weaker  refineries,  along 
with  the  Trust;  but  at  least  the  Havemeyers  and  Elder 
Company  and  Claus  Spreckels  would  remain,  being  able 
in  all  likelihood  to  refine  sugar  as  cheaply  as  it  can  be 
done  in  the  world.  How  long  they  would  be  in  combin- 
ing, first  with  each  other  and  then,  if  necessary,  with 
European  houses,  no  one  can  say.  The  Bagging-makers' 
monopoly,  too,  would  fall  with  the  tariff,  but  would  with 
absolute  certainty  rise  to  life  again  by  coming  to  an  un- 
derstanding with  the  two  combinations,  at  Dundee  and 
Calcutta,  which  already  control  the  business  abroad.  The 
Copper  Syndicate  is  entirely  independent  of  the  tariff. 
There  is  good  prospect,  notwithstanding  the  many  lugu- 
brious prophecies,  that  it  will  weather  its  present  ills. 
Its  shares,  par  500  francs,  stood  on  November  15  at 
947.50,  and  have  since  only  fallen  to  895.  It  will  go  to 
pieces,  if  at  all,  only  because  of  a  little  too  fierce  greed  in 
placing  its  prices  high, — a  mistake  easily  corrected  when,  as 
is  certain  to  occur,  the  next  trial  is  made.  It  will  then  be 
less  extortionate,  and  therefore  successful.  Whether  this 
undertaking  succeeds  at  once,  or  only  after  failure,  or  not 
at  all,  efforts  in  imitation  of  it  will  unquestionably  be  put 
forth  to  secure  international  concert  in  every  kind  of  pro- 
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duction  native  to  different  lands,  those  leading  the  way 
which  require  great  capital,  and  hence  naturally  fall  to  a 
very  few  establishments  each.  Steel  rails  and  beams,  elec- 
trical apparatus,  and  all  forms  of  mining  will  be  the  most 
apt  to  take  this  course.  We,  at  any  rate,  look  for  such  a 
development.  The  industrial  march  of  the  time  is  that 
way.  Obstacles  decrease  year  by  year  as  the  means  of 
communication  and  transportation  improve  and  multiply, 
and  nations  are  in  effect  closer  to  one  another  to-day  than 
our  States  were  thirty  years  ago. 

It  would  seem  as  if  the  prices  of  American  beef  and 
wheat  could  never  be  made  dependent  upon  the  tariff. 
Yet  they  may  be.  The  original  production  of  the  articles, 
indeed,  cannot  be  brought  into  few  hands  so  as  to  be 
monopolized;  but  their  transportation  can  be.  Beef  is 
even  now  at  the  dictation  of  four  firms,  and  prices  may 
be  forced  so  high  that  a  tariff  duty  will  be  needed  to  pre- 
vent importation.  If,  then,  the  people  should  decline  thus 
to  protect  them,  it  is  at  least  conceivable  that  even  these 
businesses  might  pass  each  into  the  hands  of  an  interna- 
tional trust. 

It  will  be  noticed  that  the  industries  surest  to  have 
such  an  evolution  are  precisely  those  among  which  inter- 
national competition  now  prevails.  The  meaning  of  the 
movement  would  therefore  be  that  the  industries  pre- 
viously protected  by  the  government  were  learning  to 
protect  themselves,  thus  releasing  the  State  from  that  task. 
We  may  consequently  expect  that  the  dependence  of 
trusts  upon  tariffs  will  steadily  decrease.  Perhaps  it  is 
to  disappear  altogether.  The  interest  hitherto  centred  in 
the  tariff  question  will  then  go  over  to  that  of  trusts. 
Those  who  suppose  that  trusts,  however  organized,  what- 
ever their  field,  are  as  a  rule  going  to  tumble  of  their  own 
weight,  have  not,  we  believe,  duly  studied  the  changed 
conditions  tmder  which  the  most  modern  industry  is  car- 
ried on. 

E.  Bbkj.  Andrews. 
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In  the  following  pages,  I  attempt  to  present  briefly  the 
practical  outcome  of  certain  somewhat  technical  investiga- 
tions which  I  have  lately  made  concerning  variations  in 
the  value  of  money.*  The  main  question  upon  which 
these  inquiries  are  designed  to  throw  light  is,  whether 
and  to  what  extent  gold  has  been  appreciated  in  recent 
years.  The  answer  turns  upon  two  preliminary  discus- 
sions, (a)  What  is  the  meaning  of  appreciation  of  gold? 
(i)  How  is  it  to  be  ascertained? 

(a)  There  is  reason  to  think  that  many  of  the  disputes 
on  this  subject  are  due  to  the  use  of  the  same  term  in 
different  senses.  As  it  has  been  happily  said  of  metaphy- 
sicians misunderstanding  each  other,  one  party  makes  a 
good  stroke  at  billiards,  and  thinks  he  scores  off  the  other, 
who  is  all  the  time  playing  chess. 

We  shall  get  a  simple  answer  to  the  question.  What  is 
meant  by  a  rise  or  fall  in  general  prices?  if  we  ask  the 
plain  man  or  the  woman  concerned  more  with  domestic 
than  political  economy.  For  such  a  one,  a  rise  of  prices 
means  that  money  does  not  go  so  far  in  the  way  of  pur- 
chasing the  luxuries,  conveniences,  and  necessaries  of 
life.  Let  us  suppose  that  the  average  consumption  for  a 
whole  nation  or  the  largest  class  of  it  is  capable  of  being 
ascertained,  and  remains  pretty  constant  from  year  to 
year  (as  statistical  researches  like  those  of  Dr.  Engel 
prove).  Then  we  may  define  variation  in  the  value  of 
money  as  the  change  in  the  pecuniary  value  of  the  na- 

*See  my  **  Memonuidiim  on  the  Methods  of  afloertaimng  VarUtioiM  in  the 
Yalne  of  the  Monetary  Standard  *'  in  the  Report  qf  the  BritUh  AMSodation  for 
1887,  and  a  paper  on  the  aame  nibjeot  in  the  Journal  </  the  Suuittieai  Society 
for  June,  1888. 
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tional  consumption  per  head,  the  average  kit  and  rations, 
so  to  speak. 

This  is  not  the  only  sense  in  which  economists  have 
used  our  term.  There  are  two  other  definitions  which  it 
is  difficult  to  disentangle,  owing  to  the  circumstance  that 
in  the  instances  generally  given  in  the  text-books  exem- 
plifying what  may  be  called  the  abstract  typical  case 
where  the  "  quantity  theory "  applies,  the  denotation  is 
the  same  for  all  three  conceptions.  But,  in  dealing  with 
concrete  facts,  very  serious  confusion  may  arise  from  a 
failing  to  demarcate  these  meanings. 

Cournot,  the  most  clear-headed  of  writers,  was  perhaps 
the  first  who  perfectly  distinguished  the  power  of  pur^ 
chasing  in  the  sense  above  indicated  from  a  variation  of 
prices  in  a  more  objective  sense.*  He  illustrated  the 
latter  species  of  variation  by  the  analogy  of  the  apparent 
movement  of  the  stars,  due  to  the  yearly  motion  of  the 
earth  round  the  sun.  A  better  illustration  would  be  the 
apparent  motion  of  the  stars,  due  to  the  movement  of 
the  solar  system  in  space.  For,  besides  the  general  drift 
of  the  stars  in  one  direction,  due  to  the  solar  system  rush- 
ing through  space  (in  an  opposite  direction),  there  are 
**  proper  disturbances,"  due  to  the  movement  of  partic- 
ular stars  or  clusters  of  stars,  independent  of  or  super- 
posed on  the  apparent  general  movement  of  the  heavenly 
host. 

These  astronomical  similes  render  clear  in  what  sense 
we  are  to  envisage  the  variation  of  general  prices. 
From  this  point  of  view,  we  have  nothing  to  do  with  the 
importance  to  the  consumer  of  different  articles,  any 
more  than  we  take  into  account  the  size  of  the  different 
stars  in  determining  the  relative  motion  of  the  solar  sys- 
tem. We  are  to  find  the  average  price  variation,  just  as 
we  find  the  height  of  the  average  man  without  taking 

*See  chap.  ii.  of  the  Principes  (1838)  and  the  oorreBponding  pMBage  in  the 
later  redaction  (1863). 
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aocoont  of  the  weight  avoirdapois,  or  the  importance  to 
society  of  the  individoal  man.  We  should  proceed  just 
as  anthropometers  do  in  ascertaining  the  mean  stature  of 
a  nation.  In  that  case,  we  need  not  have  a  priori  any 
theory  about  heredity  or  other  cause  why  one  nation  or 
class  is  taller  than  another.  What  is  ascertained  is  that, 
say,  the  mean  height  of  Englishmen  is  sixty-seven  and 
a  half  inches,  of  Italians  sixty-two.  So  here  we  need  not 
import  into  the  facts  any  monetary  theory.  What  is  to 
be  demonstrated  by  the  statistician  is  whether,  as  a  mere 
fact,  prices  on  an  average  have  risen  or  fallen. 

The  only  supposition  which  the  inquiry  postulates  is 
that  the  particular  prices  should  comport  themselves  in 
much  the  same  way  in  respect  to  their  ^*  proper  disturb- 
ances "  that  stars  or  human  heights  do ;  that  is  to  say, 
the  whole  set  of  statistics  should  present  a  general  resem- 
blance to  the  annexed  type.    The  annexed  diagram  rep- 


100    no 


resents  in  its  first  intention  the  various  heights  of  the 
men  in  a  nation,  grouped  about  their  mean  value.  The 
abscissa  represents  height  in  inches,  the  ordinate  the  co]> 
responding  number  of  men  enjojrlng  that  height.  The 
reader  must  imagine  the  proper  figures  to  be  filled  in. 
The  numerals  in  the  diagram  relate  to  some  secondary 
applications  of  the  figure. 

Suppose  we  wanted  to  ascertain  the  mean  increase  per 
cent,  in  the  weight  of  men  between  two  ages.  If  we  found 
an  individual  to  have  increased  in  weight  during  that 
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period  of  life  from  ten  stone  to  eleven  stone,  we  might  say 
he  had  increased  ten  per  cent.,  from  100  to  110.  Let  us 
regbter  the  percentage  increase  of  a  numerous  assortment 
of  men.  Then  the  diagram  might  represent  the  sort  of 
statistics  thus  obtained.  The  ratio  of  increase  most  fre- 
quent would  be  110.  Many,  however,  would  not  have 
increased  at  all ;  some,  as  happens  at  an  advanced  age, 
would  have  actually  declined  in  bulk ;  others  would  have 
put  on  flesh  in  extraordinary  quantities.  The  mean  per- 
centage growth  would  be  110. 

The  same  figure  may  be  used  to  represent  the  dispersion 
of  prices.  Suppose  beef  has  risen  from  1«.  to  1$.  8<2., — 
that  is,  25  per  cent. :  then  we  may  designate  that  change  as 
a  rise  from  100  to  125.  Similarly,  we  may  suppose  all  the 
prices  to  start  at  100,  and  to  gain  or  lose  a  percentage. 
Conceive,  then,  that  all  the  prices  are,  so  to  speak,  placed 
initially  at  the  point  on  the  abscissa  marked  100.  In  the 
interval  of  time  under  consideration  there  will  occur  a 
dispersion  of  percentages  such  as  the  figure  represents. 
A  large  proportion  of  prices  wUl  have  risen  from  100  to 
110 ;  supposing,  as  in  the  case  examined  by  Jevons,  that 
there  was  a  mean  rise  of  110.  A  smaller  number  may 
remain  unchanged  at  100.  A  smaller  number  will  sink 
to  80,  a  number  still  smaller  to  70.  So,  also,  it  is  only  in 
rare  instances  that  prices  will  rise  very  high  above  the 
mean  variation  110,  say  to  140  and  higher. 

Well,  then,  it  must  be  postulated  for  the  present  pur- 
pose that  this  sort  of  arrangement  is  fulfilled  by  our  sta- 
tistics of  prices  approximately,  at  least,  and  hypotheti- 
cally.  The  dispersion  of  prices  must  not  correspond  to 
the  annexed  figure,  one  large  class  rising  together  up  to 
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115,  while  another  and  oompaot  cluster  falls  to  80.  In 
this  case,  the  mean  value  —  it  may  be  97i  —  does  not,  as 
in  the  former  case,  correspond  to  anything  worth  measur- 
ing. We  may  say  that  one  category  has  risen  to  115, 
another  fallen  to  80,  but  we  cannot  usefully  measure  in 
the  sense  just  explained  the  general  variation  of  prices. 

In  this  abnormal  case  there  becomes  visible  a  third 
definition  of  appreciation  (and  its  converse),  which,  under 
ordinary  circumstances,  is  apt  to  be  undistinguishable.  It 
is  thus  that  during  the  eclipse  of  the  sun  we  are  able  to 
distinguish  bodies  in  its  proximity  which,  ordinarily,  are 
lost  in  its  effulgence. 

To  fix  the  ideas,  let  us  leave  out  of  sight  the  sale  of 
services,  and  let  us  employ  the  useful  conception  lately 
introduced  by  Sir  Rawson  Rawson  of  **  an  average  ton  of 
commodity,'*  —  all  kinds  of  commodities,  whether  ready 
for  consumption  or  of  the  nature  of  tools  and  materials. 
Suppose,  then,  the  average  ton  of  commodity  sold  per 
year  consists  of  a  hundred  weight  of  coals,  a  hundred 
weight  of  iron,  so  many  pounds  of  indigo,  and  it  may  be 
ounces  or  grains  of  nutmeg.  Now,  if  the  prices  for  one 
moiety  of  this  set  go  up  en  bloe  and  for  the  other  go 
down,  we  are  agreed  that  it  is  not  significant  to  speak  of 
a  mean  price.  The  statistics  of  price  per  $e  and  in  the 
absence  of  some  hypothesis  do  not  present  any  unique 
type.  For  instance,  if  we  did  not  know  but  what  all 
the  prices  related  to  credit  transactions,  then  I  think 
the  mean  of  two  such  discrete  clusters  would  have  no 
significance,  would  be  what  the  Germans  call  an  Un- 
ding.  But  let  it  be  granted  that  the  ton  of  mixed  com- 
modity is  moved  by  metallic  currency,  then  we  may 
regard  as  measurable  the  increase  or  decrease  in  the 
quantity  of  gold  which  goes  to  a  ton  of  commodity  moved 
by  gold,  which,  in  the  phrase  of  Petty,  is  required  to 
•*  drive  "  that  portion  of  trade.  Thus,  then,  we  reach  the 
third  definition  of  variation  of  prices, —  namely,  variation 
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in  the  quantity  of  metallio  ourrency  relative  to  the  work 
it  has  to  do;  that  is,  to  the  yolume  of  transactions  ef- 
fected by  payments  in  hard  cash. 

This  conception  will  be  found  implicit  in  much  that 
is  written  on  the  subject.  For  instance,  Mr.  Forsell 
and  others  speak  of  attaching  importance  to  the  respec- 
tive price  returns,  when  combining  them  to  form  a  meas- 
ure of  the  mean  variation,  according  to  the  degree  in 
which  some  transactions  ^^ absorb'*  more  currency  than 
others.  I  am  fortunate  in  being  able  to  complete  the 
definition  of  this  conception  by  quoting  from  one  who 
never  fails  to  impart  clearness  to  any  subject  which  he 
discusses, —  Professor  H.  S.  Foxwell.  Writing  to  me 
with  reference  to  the  work  of  the  committee  appointed 
by  the  British  Association  to  consider  methods  of  ascer- 
taining variations  in  the  value  of  money,  he  thus  ex- 
presses himself:  — 

I  consider  that  the  degree  in  which  a  commodity  is  the  subject  of 
speculative  dealing  would  have  to  be  taken  account  of  in  the  con- 
struction of  a  tabular  standard. ...  I  presume  the  intention  in  allow- 
ing for  the  bulk  of  a  commodity  and  the  number  of  sales,  or,  in  other 
words,  for  the  amount  of  sales  in  a  commodity,  is  to  measure  the 
extent  to  which  the  commodity  figures  as  constituting  a  demand  for 
money. . . .  My  point  is  that,  in  the  case  of  a  speculatiye  commodity, 
variation  in  the  amount  of  sales  does  not  necessarily  mean  any 
variation,  certainly  not  any  corresponding  variation  in  the  demand 
for  money. 

Two  shades  of  the  conception  here  defined  may  be  dis- 
tinguished according  as  the  area  over  which  we  estimate 
the  amount  of  gold  relative  to  its  work  extends  over  the 
whole  plexus  of  countries  in  monetary  communication  — 
the  MUmffebiety  as  the  Germans  say — or  is  limited  by 
a  frontier  permeable  to  the  precious  metal.  The  former 
is,  I  think,  the  more  appropriate  conception.  The  varia- 
tion in  the  amount  of  gold  thus  defined  corresponds  to 
the  ratio  in  which  the  quantity  of  precious  metals  would 
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have  to  be  inoreased  in  order  to  restore  the  level  of  prices 
to  a  $tatu  quo^  so  far  as  it  may  be  the  duly  of  government 
to  attempt  such  restoration ;  that  is,  so  far  as  the  dbtorb- 
anoe  has  been  due  to  the  deficiency  of  the  currency  in 
relation  to  the  work  which  it  has  to  do.  But  the  varia- 
tion in  the  quantity  of  gold  in  relation  to  its  work  for 
any  particular  country,  for  any  one  creek  of  the  monetary 
lake-system,  does  not,  I  think,  equally  form  the  answer 
to  any  conceivably  practical  question.  This  latter  con- 
ception has  hardly,  I  think,  a  substantive  reality,  though 
it  may  have  a  certain  use  as  an  adjunct  to  our  $eeond 
method  of  ascertaining  appreciation  or  depreciation.  It 
is  thus  that  I  understand  Mr.  GifiFen  in  his  classical  paper 
on  Depreciation  to  make  use  of  the  ratio  between  the 
volume  of  transactions  and  the  quantity  of  gold  in  Eng- 
land.* The  qucentum  in  Mr.  Giffen's  investigation  I  take 
to  be  a  mean  variation  in  some  such  sense  as  our  $eeond. 
He  determines  the  depreciation  in  this  sense:  First,  di- 
rectly by  actually  taking  the  average  variation  of  a  large 
number  of  miscellaneous  prices.  Then,  by  way  of  verifi- 
cation or  collateral  proof  for  that  qucesitum^  he  estimates 
the  change  in  the  ratio  between  the  metallic  currency  in 
England  and  the  work  it  has  to  do.  I  doubt  if  he  would 
have  concerned  himself  about  his  second  operation  if  the 
first  had  proved  utterly  nugatory  owing  to  the  statistical 
abnormality,  the  two-headed  development  of  the  price- 
curve  which  I  have  noticed  above. 

To  sum  up  the  results  of  this  initial  dbcussion:  We 
have  seen  that  there  are  at  least  three  different  defini- 
tions of  appreciation  and  its  converse,  distinct  in  idea 
and  connotation,  though  apt  to  be  coincident  in  fact. 
The  first  may  be  described  as  subjective,  being  grounded 
on  the  relation  of  prices  to  certain  human  wants,  such 
as  the  requirements  of  the  consumer.  The  second  qiuBri- 
turn  is  a  mere  average, —  a  type  which  gathers  the  statis- 
tical phenomena  into  an  ideal  unity  without  reference  to 

^JE$9aif$  in  Unanoe^  Svam  L 
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any  speoial  use  or  partioular  hjrpothesis.  The  chief  use 
contemplated  is  the  general  purposes  of  scientific  inquiry, 
the  sort  of  use  to  which  the  analogous  measurement  of 
mean  stature  is  put  by  statisticians,  when  they  conclude, 
like  Mr.  Galton,  by  a  comparison  of  averages,  that  cer- 
tain trades  or  localities  are  unfavorable  to  the  develop- 
ment of  the  human  body.  Thirdly,  we  may  regard  price 
variation  as  the  expression  and  measure  of  a  real  objec- 
tive thing;  namely,  the  change  in  the  quantity  of  me- 
tallic currency  per  ton  (or  other  unit)  of  commodity  paid 
for  in  hard  cash.  If  we  c&U  the  third  definition  as  dis- 
tinguished from  the  first  objective,  we  may  regard  the 
second  as  semi-objective  or  tjrpical. 

(5)  We  have  next  to  consider  how  to  ascertain  appre- 
ciation. This  has  been  already  in  part  effected.  For, 
in  defining  what  it  is  we  seek,  we  have  indicated  where 
to  look  for  it.  "  The  beginning  is  half  the  whole  "  in  this 
sense.  Nor  are  we  concerned  with  the  whole  investiga- 
tion here.  It  is  proposed  to  point  out  only  the  general 
line  or  rather  lines  of  inquiry,  not  the  tortuous  technical- 
ities of  each  path.  Speaking  generally,  then,  we  may  say 
that  our  problem  is  to  combine  price-variations  given  as 
percentages  into  a  mean  or  so-called  index  number,  and 
that  the  rules  required  are  mainly  of  two  kinds, — prescrib- 
ing what  prices,  if  any,  are  to  be  altogether  omitted  from 
the  combination,  and  what  relative  importance  is  to  be 
assigned  to  each  of  those  which  are  to  enter  into  the 
average.  The  rules  on  these  points  differ  according  to 
the  different  definitions  of  the  qucesitum. 

(1)  For  the  first  sort  of  average,  the  subjective  mean 
above  described,  we  are  to  take  account  only  of  com- 
modities adapted  for  immediate  consumption,  omitting 
goods  which  are  useful  only  as  means,  not  ends.  Thus 
we  shall  include  Anchovies,  Beef,  etc.,  but  not  Alkali, 
etc.    The  importance  assigned  to  each  price  will  be  pro- 
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portioned  to  the  amount  consumed  of  the  corresponding 
article.  Thus  the  required  combination  will  be  of  the 
following  type, — 

rAnchoTie8,qiiaii-1      fPresenfl     TBeef,    qnantltyl      fPreseDt  -| 

I      tity  consumed  V  x  •{    price  of    I  + 1     consamed  per  \y.\     price  of     I  +  &o. 

L     per  ammin,      j      [  anchoTiee, J     L   annum,  J      \    beef,        J 

[▲ncbovles,  quan- 1      fOrieinaln     TBeef,    quantity)      fOriscinaln 
tity  consumed  \x\     price  of    I -f  I     consumed  per  \x\     price  of    I  +  &c. 
per  annum,       J      (.  anchories, J     L  annum,  j      \    beef,        J 

where  the  original  price  of  Beef  designates  the  price  at 
that  initial  epoch  between  which  and  the  present  time 
a  comparison  is  indicated.  In  a  first  approximation,  it 
may  be  assumed  that  the  quantities  remain  constant  from 
year  to  year,  as,  in  fact,  is  pretty  nearly  true.  We  are 
not  here  concerned  with  the  technical  devices  by  which 
greater  precision  is  attainable.  Suffice  it  to  say  that  any 
error  committed  in  assigning  a  wrong  weight  to  one  price, 
say  Anchovies,  is  apt  to  be  compensated  by  the  independ- 
ent fortuitous  error  incurred  in  treating  another  article, 
it  may  be  Beef.  . 

(2)  For  the  purpose  of  a  mere  average  or  type,  we  are 
to  take  account  of  all  manner  of  goods,  and  we  are  not 
concerned  with  the  quantity  of  each  commodity.  We  have 
for  this  purpose  only  to  ascertain  the  ratios  or  percentages, 
such  as 

Present  Price  Present  Price  Present  Price 

of  AnchoTies  of  Alkali  of  Beef 

•  Ac, 


Original  Price  Original  Price  Original  Price 

of  AnchoTles  of  AikaU  of  Beef 

and  then  to  take  a  simple  or  unweighted  mean  of  these 
ratios :  that  is  a  mode  of  combination  which  is  symmetri- 
cal with  respect  to  all  these  elements,  not  assigning  more 
weight  or  importance  to  one  price  than  another.  The 
common  arithmetical  mean  is  the  simplest  and  most  fa- 
miliar form  of  this  sort  of  combination.  But  for  certain 
technical  reasons,  which  it  is  beyond  the  scope  of  this 
paper  to  enter  into,  the  arithmetical  mean  b  not  so  suited 
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to  the  statistics  of  prices  as  the  geometric  mean  employed 
by  Jevons,  or  a  certain  other  species  of  mean  commonly 
called  the  median.  But,  whatever  genus  of  average  is 
adopted^  the  simple  or  unweighted  species  thereof  is  ap- 
propriate to  the  aspect  of  the  problem  now  under  con- 
sideration. 

This  rule  will  excite  the  mirth  of  some.  What,  they  will 
exclaim,  assign  the  same  importance  to  pepper  and  nut- 
meg as  cotton  and  iron  I  Tes,  I  reply,  for  the  present 
purpose,  just  as  in  ascertaining  the  (variation  of  the)  rain- 
fall of  a  district  by  an  examination  of  several  rain-gauges 
placed  in  a  variety  of  suitable  spots,  I  would  not,  in  com- 
bining their  results,  assign  more  weight  to  the  larger 
receptacles.  The  size  of  a  vessel  is,  with  reference  to 
its  use  as  a  cistern,  an  all-important  circumstance,  but 
for  the  purpose  of  a  rain-gauge  comparatively  indifferent. 
The  reason  of  the  objector's  surprise  is  that  he  has  never 
cleared  his  ideas  as  to  what  it  is  he  seeks.  He  wants  a 
cistern,  while  I  am  arranging  for  a  rain-gauge.  I  make  a 
break  at  billiards,  and  he  calls  out,  *^  Check ! " 

However,  it  may  be  admitted  that,  though  there  is  no 
peculiar  propriety  in  using  a  weighted  mean  for  the  pres- 
ent purpose,  at  the  same  time  there  is  not  much  harm  in 
doing  so.  If  a  true  average  (in  the  sense  above  explained) 
exists,  then  it  is  not  likely  that  much  difference  in  the 
result  will  be  produced  by  "  weighting "  each  of  our 
price  variations  according  to  the  quantities  of  the  corre- 
sponding article.*  Moreover,  in  this  way  we  may  best 
attain  what  may  seem  to  be  the  object  of  some, —  a  sort 
of  compromise  mode  of  measurement,  or  jack-of-all-trades 
index  number,  adapted  as  well  as  may  be  to  the  fulfil- 
ment of  purposes  which,  in  a  more  perfect  division  of 
labor,  should  be  pursued  separately.  For  these  reasons 
there  is  not  much  objection  to  modifying 'our  second 

*  On  ihif  point,  see  my  *'*'  Memorandmn  on  the  Aoooraoy  of  Index  Nnm- 
ben,**  prep«red  for  the  Britiih  AMooiation,  1888. 
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formula  by  taking  account  of  quantities.*    Then  each 
ratio  of  the  form 

PrMent  Price  of  Present  Price 

Anchovies  of  Alkali 

:  Ac, 

Orii^nal  Price  of  Ori^al  Price 

AnchoTiee  of  Alkali, 

is  to  be  weighted  by  some  such  factor  as, — 

i Total  Yaloe  of  AnchoTies)  (Total  Value  of  AlkaU) 

consumed  per  annum  atS  {    consumed  per  annum  S  Ac. 

Original  Price,  )  (    at  Original  Price,       ) 


If  we  use  the  most  familiar  mode  of  combination  of 
the  sort  called  arithmetical,  we  shall  thus  obtain  a  for- 
mula similar  to  our  first,  except  that  here  all  manner  of 
articles  enter  in, —  Alkali  as  well  as  Anchovies. 

(8)  The  same  formula  will  serve  as  a  first  approxima- 
tion to  the  third  form  of  index  number.  In  other  words, 
if  the  composite  ^^  average  ton  "  above  described  consists 
of,  say,  two  hundred-weight  of  coal,  one  hundred-weight 
of  cotton,  one  pound,  or  .0005  hundred-weight,  of  pepper^ 
then  the  index  number  is  of  the  form, — 

{?  X  i«Mi.r°"] + D  X  i°^fss^r]+ *«+[«>«»x  i«si$|-jprtc-| 

that  is,  supposing  that  the  amount  of  currency  required 
to  "  drive  "  (in  Petty's  phrase)  a  pound  of  coal  or  cotton 
is  the  same  as  the  amount  required  by  a  pound  of  pepper, 
and  supposing  also  a  number  of  ^^ other  things"  at  the 
two  epochs  compared  to  remain  the  same. 

For  a  second  approximation,  we  ought  to  take  account 
that  the  ^*  demand  for  money  "  in  the  sense  defined  by 
the  extract  above  cited  f  is  not,  as  pointed  out  by  Pro- 

*  Compare  the  Second  Report  (draim  op  by  Mr.  Qiffen)  of  the  Committee 
appointed  by  the  British  Aasociation  to  aaoertain  the  best  method  of  measnr- 
ing  Tariations  in  the  Taloe  of  the  moDetary  standard.  Beport  qf  BrttiM  Amso- 
,1888. 

tSeep.lAS. 
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feasor  Foxwell,  simply  proportional  to  the  ^^  amount  of 
sales"  in  the  commodity.  Thus  it  is  proper  to  affect 
each  of  the  elements  in  the  last  written  formula  with 
a  fEtctor  or  coefficient  corresponding  to  the  demand  on 
the  currency  as  varying  with  the  quality  of  different  arti- 
cles. Thus  eottan^  owing  to  the  speculative  character  of 
transactions  in  it,  may  require  per  pound  of  commodity 
less  currency  to  drive  the  trade  than,  say,  pepper.  No 
doubt  such  corrections  would  be  individually  very  in- 
exact. But,  owing  to  the  compensation  of  errors  which 
I  have  already  alluded  to  as  coming  into  play  in  such 
formulae,  the  total  result  would  have  great  claim  to  ac- 
curacy but  for  an  imperfection  of  which  the  full  impor- 
tance has  not,  I  think,  been  recognized. 

In  our  first  and  second  approximations,  we  have  taken 
for  granted  that  *^  other  things  "  remain  the  same  at  the 
compared  epochs :  in  particular,  the  proportion  of  credit 
to  hard  cash  transactions  and  the  rapidity  of  currency. 
Now,  in  so  far  as  these  coefficients  vary  for  different  arti- 
cles, these  variations  might  be  ignored  on  the  principle 
of  compensation.  And  it  is  possible  also  to  get  rid  of 
what  are  called  the  ^'  periodical "  ups  and  downs  of  credit 
by  taking  an  average  over  a  long  period.  We  might,  for 
instance,  compare  the  average  prices  for  the  period  1875- 
86  with  those  for  1865-76.  But  we  cannot  thus  get  rid 
of  the  Meeular  variation  in  the  relation  between  credit 
and  cash  transactions,  of  changes  in  what  has  been  hap- 
pily called  the  organization  of  credit.  The  same  remark 
applies  to  the  progressive  variations  in  the  rapidity  of 
currency,  which  there  is  reason  to  believe  are  taking 
place.  Moreover,  these  changes  affecting  industry  as 
a  whole  are  not  subject  to  that  law  of  compensation  which 
has  enabled  us  to  wink  at  errors  in  the  part»  of  our  com- 
putation. In  fact,  in  virtue  of  these  secular  changes,  our 
result  is  affected  by  factors  which,  in  the  present  state  of 
science,  I  venture  to  regard  as  purely  conjectural. 
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I  speak  of  the  attempt  to  assign  in  the  a  priori  method 
described  the  relation  between  gold  and  the  work  of 
transfer  it  has  to  do  for  the  whole  system  of  countries  in 
monetary  combination.  No  doubt  for  a  particular  coun- 
try we  may,  with  more  confidence,  assign  a  value  to  the 
unknown  factors.  Thus  Mr.  Giffen  postulated  that  the 
relation  of  credit  to  cash  transactions  in  the  United  King- 
dom had  not  much  altered  in  the  period  under  his  review. 
His  assumption  has  been  doubted  by  high  authorities ;  * 
but,  at  any  rate,  it  is  of  a  sort  which  could  not  with  safety 
be  extended  to  the  MUnzgebiet. 

I  conclude  therefore  that  the  method  which  leads  to 
our  qucBntum  is  completely  blocked  by  statistical  difficul- 
ties. I  mean  the  direct  path  proper  to  this  scope.  For, 
of  course,  if  a  true  average  in  our  second  sense,  a  tjrpical 
variation  of  prices  is,  and  is  ascertainable,  we  may  deduce 
from  the  reasoning  proper  to  the  $eeond  method  a  conclu- 
sion admissible  of  the  third  quceaitum.  If  it  is  true  that 
all  prices  on  an  average  have  decreased  by,  say,  ten  per 
cent.,  then  it  is  sure  to  be  true  that  the  price  of  an  ^^  aver- 
age ton"  has  decreased  by  about  the  same  percentage. 
Accordingly,  it  may  easily  be  deduced  if  we  mentally 
abstract  from  the  great  volume  of  transactions  that  sphere 
thereof  which  is  permeated  by  pure  gold.  It  will  be  ap- 
proximately true  that  to  every  composite  ton  within  that 
sphere  there  goes  ten  per  cent,  less  gold  now  than  origi- 
nally. 

Qe)  After  this  preliminary  discussion,  we  are  now  at 
length  in  a  position  to  approach  the  main  question, 
whether  in  recent  times  gold  has  been  appreciated.  From 
what  has  been  said,  the  reader  will  be  prepared  to  find  the 
answer  articulated,  diversified  according  to  the  shades  of 
meaning  which  may  be  attached  to  the  question.    In  the 

*  A»  by  Mr.  J.  B.  Haztm,  Jommal  c/ the  LutihiU  (/  Bankers. 
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subjective  sense  above  defined,  I  think  it  is  reasonably 
certain  that  there  is  at  present  —  as  compared,  say,  with 
1867-77,  Mr.  Sauerbeck's  initial  period  —  a  considerable 
appreciation ;  though  it  must  be  remembered  that  the 
level  of  prices  which  affects  consumers  is  that  of  retail 
dealings,  concerning  which  we  have  not  accurate  informa- 
tion. Much  the  same,  I  imagine,  is  true  of  the  other  civil- 
ized countries.  So  much  will  be  admitted  by  many  who 
yet  deny  that  there  has  been  a  fall  of  prices  in  a  more 
objective  sense.  The  interest  of  the  controversy  concen- 
trates about  our  second  conception.  For,  as  it  has  been 
shown,  the  third  qtuBsitum  does  not  lead  in  practice  to 
Aify  distinct  method  of  investigation.  On  this  question 
are  we  to  side  with  Messrs.  Forsell,  Laughlin,*  and 
Wells,  t  or  with  the  bimetallbts  ? 

I  fear  that  I  cannot  give  an  unqualified  assent  to  the 
advocates  on  either  of  the  sides.  On  the  one  hand,  many 
of  the  arguments  used  to  prove  that  there  has  not  been  a 
fall  in  general  prices  appear  to  me  altogether  wide  of  the 
mark.  To  assert  with  Mr.  Laughlin  |  and  others  that,  in 
order  to  prove  a  general  fall,  you  must  prove  a  fall  in 
every  article,  is  wholly  to  ignore  the  character  o|  the  in- 
vestigation. The  phenomenon  under  examination  is  of 
the  nature  of  what  Mill  called  a  ^^  residual  phenomenon,** 
like  the  difference  in  the  mean  height  of  the  barometer 
between  two  hours  of  the  day,  the  so-called  "  diurnal  va- 
riation." On  an  average  of  many  days  there  is  found  to 
be  a  fall,  but  it  is  not  necessary  nor  true  that  every  day, 
experience  should  present  that  phenomenon.  The  theory 
of  probabilities  is  satisfied  with  a  majority  of  days.  The 
figure  at  p.  156  will  put  the  matter  in  a  clear  light.  It 
will  be  seen  there  that  there  is  a  mean  rise  of  ten  per 
cent. ;  though  many  items  not  only  do  not  rise,  but  fall. 

*  Quarterlp  Journal  (if  Economics^  April,  1887. 
t  Contemporary  Beview^  1887. 

t  Quarterly  Journal  qf  Economics,    Cf,  Mr.  DaTid  Wells,  Contemporary  Be- 
view,  Noyember,  1887,  p.  63, 
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The  slightest  acquaintance  with  the  theory  of  errors  of 
observation  will  show  the  justice  of  this  conception. 

The  same  illustration  disposes  of  another  objection.  It 
seems  to  be  taken  for  granted  *  that,  when  we  can  show 
a  reason  why  each  price  should  have  varied  in  the  direc- 
tion actually  observed,  we  are  thereby  debarred  from 
inferring  a  general  displacement  due,  in  the  phrase  of 
Mill,  to  ^^ causes  that  operate  on  all  goods  whatever."! 
But  this  assumption  is  quite  erroneous.  The  meteorolo- 
gist may  be  able  to  assign  the  reason  why  between 
morning  and  noon  each  particular  day  there  has  been 
a  rise  or  fall  of  the  barometer.  But  the  mathemati- 
cian is  not  thereby  precluded  from  extricating  by  the 
theory  of  probabilities  a  mean  variation  between  those 
hours. 

At  the  same  time,  while  so  far  siding  with  the  bimetal- 
list  faction,  I  cannot  agree  that  reasonings  like  those  of 
Mr.  David  Wells  in  the  Contemporary  of  October  and 
November,  1887,  are  nihil  ad  rem.  They  go  to  prove 
that  the  variation  of  prices  may  be  disposed  in  two  dis- 
tinct categories  (like  those  above  represented) ;  namely, 
(1)  where  the  cost  of  transport  or  other  expenses  of  pro- 
duction have  diminished,  and  (2)  where  this  agency  has 
not  operated.  The  argument,  properly  interpreted,  is 
good  as  to  quality.  The  only  question  is  whether  it  b 
efficacious  as  to  quantity.  This  is  a  question  of  degree, 
for  deciding  which  there  are  required  the  appropriate 
conceptions  of  the  calculus  of  probabilities,  informed  by 
extensive  practical  knowledge.  I  cannot  make  any  claim 
to  the  latter  part  of  the  condition.  But,  as  a  mere  opin- 
ion, and  by  way  of  showing  what  sort  of  conclusion  is 
attainable,  I  submit  that  the  state  of  facts  is  probably 

*i7^.,  Mr.  Welk,  in  his  aitiolM  in  the  OmUmporary  Beview,  October  and 
Norember,  1887. 

t  The  reader  will  please  ohserre  the  happy  i^eneraUtj  of  lfiU*s  language. 
Whether  the  eommon  eanse  is  on  the  side  of  gold  or  goods  is  not  here  our  eon- 
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capable  of  being  represented  in  some  such  form  as  the 
annexed  diagram. 


100 


The  main  peak  corresponds  to  a  fairly  general  fall  of 
twenty  per  cent.  There  are,  however,  certain  categories 
of  prices  which  exhibit  no  fall,  but  rather  a  rise ;  perhaps 
capable  of  being  grouped  into  a  distinguishable,  but  not 
altogether  separate,  type.  Under  such  circumstances,  it 
is  a  nice  question  for  practical  judgment  whether  we  can 
at  least  hypothetically  posit  a  unique  type.  That  there 
are  exceptional  outlying  categories,  as  the  figure  repre- 
sents, is  not  a  decisive  objection  to  this  hypothesis.  For, 
if  statisticians  were  extreme  to  mark  such  irregularities, 
it  would  be  impossible  to  find  anywhere  in  rerum  natura 
types  of  the  kind  which  Quetelet  has  made  familiar. 
Take  the  ratio  of  male  to  female  births,  the  phenome- 
non in  concrete  statistics  which  best  complies  with  the 
ideal  rules  of  the  calculus  of  probabilities.  Tet  the  dis- 
tribution of  these  statistics,  nearly  viewed,  would  prob- 
ably present  a  form  somewhat  like  the  above.  Let  the 
percentage  of  male  over  female  births  in  any  district  be 
represented  by  the  distance  along  the  abscissa  from  the 
point  (?,  corresponding  to  100  female  births,  while  the 
ordinates  represent  the  number  of  districts  presenting 
each  ratio.  Then  the  most  frequent  ratio  would  corre- 
spond to  a  peak  about  104  or  105,  marked  as  cv  (100 
being  now  indicated  by  e).    But  there  might  be  a  little 
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peak  higher  op  the  scale, —  rather  smaller  than  in  the 
figure, —  corresponding  to  the  category  of  MtilUhoTiL  chil- 
dren, in  which  the  proportion  of  males  to  females  is  far 
above  104  :  100,  say  180  :  100  (corresponding  to  the 
point  marked  cxxx).  Tet  this  irregularity  does  not  pro- 
hibit us  from  speaking  of  the  mean  ratio  of  male  to 
female  births  as  104 :  100  in  England.  Similarly,  I  am 
prepared  to  accept  the  statement  that  there  has  been 
an  average  decline  of  prices  by  so  much  per  cent.  Or, 
translating  this  statement  into  other  terms  (according  to 
the  reasoning  above  explained),  I  think  it  quite  likely 
that  throughout  the  civilized  world  there  has  been  a 
decrease  of  money  in  relation  to  the  work  which  it  has 
to  perform. 

As  to  the  cause  of  this  phenomenon,  I  do  not  pretend 
to  an  important  opinion.  If,  in  the  eternal  race  between 
gold  and  goods,  gold  seems  at  present  to  have  fallen  be- 
hind, I  leave  it  to  nicer  observers  to  determine  whether  it 
is  the  gold  which  has  been  curbed  or  the  goods  which 
have  been  spurred,  or  whether  and  in  what  degree  both 
agencies  may  have  operated.  The  remedy  of  the  disturb- 
ance which  has  occurred  is  a  subject  still  further  vUra 
crtptdanu 

F.  Y.  Edgbwobth. 

Koto's  Collsob,  London. 
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RAILROAD  BUSINESS  UNDER  THE  INTER- 
STATE COMMERCE  ACT. 

National  railroad  control  has  developed  with  startling 
rapidity.  Two  years  ago,  it  was  a  question  in  what  form 
the  Interstate  Commerce  Law  would  pass.  One  year  ago, 
people  were  still  asking  what  it  meant.  To-day,  we  may 
treat  it  as  an  accomplished  fact,  and  enquire.  What  are  its 
actual  effects  on  business  ?  It  is,  of  course,  too  early  to 
expect  a  definite  answer  to  this  last  question;  but  it  is 
not  too  early  to  attempt  a  provisional  one. 

The  primary  intent  of  the  law  was  to  abolish  the  system 
of  special  bargains  in  dealings  between  railroads  and  ship- 
pers, and  to  substitute  in  its  place  a  system  of  tariff  rates. 
For  a  time,  it  was  thought  that  this  had  been  successfully 
accomplished.  Even  now  the  failure  is  by  no  means  so 
complete  as  some  people  think.  In  most  parts  of  the 
country,  the  provisions  against  personal  discrimination  are 
tolerably  well  obeyed.  When  matters  are  at  their  worst, 
there  is  evasion  rather  than  direct  violation.  The  most 
important  instances  are  often  unknown  to  any  but  the 
local  agents,  and  not  explicitly  countenanced  by  their 
superiors.  Of  open  defiance  of  the  provisions  against  per- 
sonal discrimination  there  is  surprisingly  little.* 

The  attempt  to  check  local  discrimination  has  also  been 
more  successful  than  was  generally  anticipated.  Compar- 
atively few  of  the  railroad  tariffs  now  conflict  with  the 
"  short-haul "  principle,  and  charge  more  for  a  part  of  a 
route  than  for  the  whole.  The  effort  to  evade  this  portion 
of  the  law  is  chiefly  seen  in  the  adoption  of  forms  of  clas- 

*  Fhriffting  Tiolatioiif  are  often  quite  as  maoh  the  fault  of  the  shippeiB  as  of 
the  ndlioads.  The  Commission  has  more  than  onoe  recommended  that  ship* 
pers  be  held  responsible  for  suoh  wilful  violation  by  false  description  of 
goods.  In  re  Underbilling^  1  Interstate  Commerce,  633 ;  Second  Annual  Report, 
p.  69. 
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sification  which  fiavor  through  traffio  rather  than  local. 
Through  traffic  is  mostly  carried  in  full  carloads;  local 
traffic,  in  parcels.  It  is  obvious  that  a  tariff  of  rates  which 
charges  carloads  at  relatively  low  figures  and  parcels  at 
relatively  high  ones  will  continue  some  of  the  old  discrimi- 
nation in  favor  of  trade  centres.  In  form  at  least,  such 
a  discrimination  does  not  violate  the  letter  of  the  law. 
Whether  it  is  admissible  or  not  under  present  circum- 
stances is  a  matter  for  the  Commission  to  decide.  Of  all 
the  questions  of  practice  involved  in  the  construction  of 
the  act,  this  is  perhaps  the  most  important,  and  is  cer- 
tainly the  most  difficult.  It  may  be  some  months  before 
anything  like  a  general  solution  is  attempted. 

The  reaction  against  disproportionately  high  local 
charges  and  the  movement  towards  conformity  with  the 
short-haul  principle  had  already  begun  some  time  before 
the  passage  of  the  act ;  and  it  had  in  many  districts  gone 
80  far  that  it  was  easy  to  do  what  was  left  in  order  to 
meet  the  requirements  of  the  law.  In  the  South  and  on 
the  Transcontinental  lines,  the  process  was  slower.  The 
Louisville  &  Nashville  decision  left  it  open  to  railroads 
to  delay  the  readjustment  of  their  tariffs  in  cases  of  uncon- 
trolled competition.  Through  shipments  by  Southern 
lines  were  more  or  less  directly  subject  to  such  competi- 
tion from  water  routes,  while  the  Transcontinental  lines 
were  able  to  plead  a  similar  dependence  on  the  action  of 
the  Canadian  Pacific.  In  the  year  1887,  little  was  accom- 
plished in  applying  the  short-haul  principle  in  either  of 
the  districts  named.  In  1888  there  has  been  much  more 
progress  in  this  respect,  especially  on  the  Transconti- 
nental lines;  nor  can  the  accomplishment  of  the  same 
result  in  the  South  be  long  delayed. 

It  was  much  easier  for  the  strong  roads  to  obey  the 
short-haul  clause  than  for  the  weak  ones.  There  were  sev- 
eral reasons  for  this.  In  the  first  place,  the  strong  roads 
had,  for  the  most  part,  pursued  a  far-sighted  policy  in  de- 
veloping their  local  traffic.     They  had  of  their  own  free 
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will  made  reductions  which  brought  their  tariffs  into  sub- 
stantial conformity  with  the  provisions  of  the  act.  On 
the  other  hand,  the  weak  roads  had  been  subject  to  a 
double  difficulty.  To  secure  any  through  traffic,  they 
had  been  forced  to  make  their  through  rates  as  low  as 
those  of  their  stronger  competitors,  and  sometimes  even 
lower,  when  the  shipper  required  special  inducements  to 
send  his  goods  by  the  less  known  or  less  responsible  route. 
Meantime,  the  high  operating  expenses  of  these  roads  had 
made  their  local  traffic  more  costly  to  handle.  The  diffi- 
culty felt  by  their  managers  in  making  both  ends  meet 
rendered  it  impossible  to  reduce  such  local  rates,  and  thus 
sacrifice  present  revenue  for  the  sake  of  future  gain  in  the 
growth  of  the  district.  When  the  Interstate  Conunerce 
Law  went  into  effect,  these  roads  found  themselves  some- 
what suddenly  forced  to  equalize  charges  which  had  hith- 
erto been  arranged  on  quite  different  principles.*  They 
could  not  raise  their  through  rates  to  any  great  extent, 
without  abandoning  all  effort  to  share  in  the  competitive 
traffic.  They  were  thus  forced  to  make  considerable  re- 
ductions in  their  whole  scale  of  local  rates. 

If  we  examine  the  reports  of  the  various  trunk-lines, 
we  shall  find  abundant  indications  of  these  effects.  The 
strong  roads,  as  a  rule,  show  little  change  in  their  general 
schedule  of  charges,  and  an  increase  in  the  volume  of 
through  traffic  even  more  conspicuous  than  that  in  local 
business.  On  the  other  hand,  the  weaker  roads  show  de- 
cided reductions  in  average  local  rates,  combined  with 
conspicuous  gains  in  volume  of  local  business  and  rela- 
tive, if  not  absolute,  loss  of  through  business.  The  Chesa- 
peake &  Ohio,  for  instance,  showed  a  direct  shrinkage  of 

*  **  It  is  quite  clear  that  the  more  powerful  oorporatioiMi  of  the  oountrj, 
oontrollinsr  the  largest  traffic  and  operating  on  the  chief  lines  of  trade  through 
the  most  thickly  settled  distriotSf  can  conform  to  the  statutory  mle  with  much 
more  ease  and  mooh  less  apparent  danger  of  loss  of  income  than  dm  the 
weaker  lines,  whose  hosiness  is  comparatively  light,  and  perhaps  admits  of  no 
dividends,  and  the  pressure  of  whose  fixed  charges  imposes  a  constant  struggle 
to  avoid  hankruptoy.'*  First  Annual  Report  of  the  Interstate  Commerce 
Commission,  p.  17. 
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li  per  cent,  in  gross  earnings  from  through  freight,  an 
increase  in  local  freight  earnings  which  more  than  coun- 
terbalanced it;  and  yet,  in  spite  of  this,  the  average 
freight  receipts  per  ton-mile  fell  from  0.541  cents  in  1886 
to  0.686  cents  in  1887.» 

In  almost  all  these  cases  there  was  a  decided  gain  in 
gross  earnings.  As  these  gains  were  reported  from  week 
to  week  in  the  summer  months  of  1887,  they  produced  an 
impression  of  great  apparent  prosperity,  and  stimulated 
the  mania  for  new  raUroad  construction.  The  managers 
desired  to  build  new  lines  because  they  believed  that  there 
was  traffic  enough  to  keep  them  fully  occupied.  The  in- 
vestors were  ready  to  furnish  the  money  because  the  fig- 
ures of  traffic  seemed  to  indicate  that  there  was  chance  for 
a  profitable  investment.  No  less  than  12,688  miles  f  were 
built  in  the  year  1887  alone. 

But  matters  were  really  not  in  so  good  a  state  as  was 
supposed.  Figures  of  net  earnings  did  not  show  the  sub- 
stantial gain  which  was  expected.  Even  where  gross  re- 
ceipts had  increased  decidedly,  the  change  in  net  earnings 
was  smaller.  Where  gross  receipts  had  remained  station- 
ary, net  earnings  showed  a  positive  falling  off.  The  gen- 
eral result  for  the  year  1887,  as  given  in  Poor's  Manual 
for  1888,  is  as  follows:  — 

Ghange 

ISW.  1887.         per  oent. 

GroMewninffi •829,910,886.00  •940400,702.00          +13 

••          M        per  mUe 6,570.00  6,861.00          +  H 

••        pertrmin-mUe.    .    .                      1.448  1.446            0 

Neteamlngl 800,608US64.00  884,699,119.00 

*'         *•            per  mile 2,876.00  8,444.00 

••        •*           per  traln-mlle     .   .                    0.6S2  0.614 


*  **  On  both  eliMM  of  roacU  there  mm  a  tendeney  toward  lower  loeal  ratea 
and  higher  through  ratea ;  but  on  the  weak  roads  the  former  reanlt  waa  most 
obriooa,  and  on  the  stronger  roads  the  latter.  In  eonq^aring  the  annual  re- 
porti  for  1887  with  those  for  1886,  we  find  on  the  weak  roads  lower  arerage  ton- 
mile  ratea,  large  gains  on  the  looal  traAo  and  aetoal  redoetion  in  through  freight 
eamingB ;  while  on  tiie  strong  roads  we  find«  on  the  whole,  higher  tonr^mile 
ratea  and  eonsiderable  gains  on  through  freight.  So  marked  ii  this  tendeney 
in  some  eases,  that  the  Lake  Shore,  for  instanee,  shows  atonoe  a  higher  aTtraga 
ton-mile  rate  and  longer  arerage  hauL**    BaHroad  Oiuette,  June  8, 1888. 

t  Second  Annual  Report  of  Interstate  Commeroe  Commisnon,  p.  1.  Poor's 
MamuU  plaoes  the  figure  somewhat  higher. 
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This  by  no  means  shows  the  full  efiFeot  of  the  change ;  for 
many  of  these  figures  cover  months  previous  to  the  time 
when  the  law  went  into  operation,  and  none  of  them  are 
late  enough  to  reflect  the  full  result  of  the  railroad  expan- 
sion of  1887.  It  should  also  be  remembered  that  the  year 
1885-86,  with  which  these  figures  are  compared,  was  not 
a  particularly  successful  one  in  railroad  business.  It  is  a 
most  significant  fact  that  under  these  circumstances  an 
increase  of  4i  per  cent,  in  gross  earnings  per  mile  was 
accompanied  by  a  positive  loss  of  li  per  cent,  in  net  earn- 
ings per  train-mile. 

The  failure  to  increase  net  earnings  shows  that  the 
conditions  of  operation  in  1887  and  1888  were  in  some 
respects  less  favorable  than  in  the  previous  years ;  or,  to 
put  it  more  accurately,  that  operating  expenses  increased 
relatively  faster  than  gross  earnings.  In  some  cases,  this 
increase  of  operating  expenses  was  apparent  rather  than 
real.  In  analyzing  the  reports  of  the  Pennsylvania  Com- 
pany or  the  New  York  Central,  we  find  that  the  apparent 
increase  of  expenses  in  1887  was  due  to  unusual  payments 
for  repairs,  which  were  somewhat  arbitrarily  charged  upon 
the  traffic  of  that  year.  But  in  most  cases  we  find  an 
increase  in  the  amounts  paid  for  transportation  charges. 
To  some  extent,  this  is  due  to  the  larger  proportionate 
amount  of  local  traffic  under  the  operation  of  the  Inter- 
state Commerce  Act.  More  commonly,  it  indicates  an 
increase  of  traffic  by  reductions  in  charge  that  have  been 
carried  beyond  the  point  which  good  railroad  economy 
allows.  Especially  is  this  the  case  on  several  of  the  great 
Western  systems,  like  the  St.  Paul,  the  Burlington,  or  the 
Atchison. 

The  effect  of  the  increased  traffic  is  to  produce  a  spe- 
cial demand  for  railroad  labor.  In  the  majority  of  detailed 
railroad  reports,  we  find  some  allusion  to  increased  wages 
as  an  important  element  in  expense.  When  a  railroad 
company  paid  higher  wages,  and  at  the  same  time  did  its 
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business  at  lower  rates,  its  profits  were  cut  down  at  both 
ends.  If^  on  the  other  htuid,  it  attempted  to  avoid  the 
payment  of  higher  wages,  it  was  liable  to  a  strike  at  a 
time  when  it  could  least  afford  it.  The  labor  organiza- 
tions were  conscious  that  they  had  the  railroads  of  the 
country  at  a  disadvantage,  and  they  used  their  power 
with  considerable  effect.  Even  when  a  road,  like  the 
Burlington,  resisted  their  demands,  and  gained  a  victory, 
the  result  was  so  dearly  purchased  as  to  make  other  com- 
panies hesitate  about  following  such  an  example ;  and  this 
state  of  affairs,  while  it  increased  expenses,  tended  on  the 
whole  to  lessen  the  efficiency  of  discipline.  It  can  hardly 
be  a  matter  of  mere  chance  that  such  an  unusual  number 
of  railroad  accidents  have  occurred  within  two  years  past. 
With  the  quick  expansion  of  the  railroad  system,  it  has 
been  necessary  to  employ  new  men.  In  any  unusual 
strain  upon  the  operating  department,  the  evil  effects  of 
this  condition  make  themselves  felt.  If  a  road  is  in 
financial  difficulties,  or  if  its  relations  with  its  workmen 
are  in  any  wise  questionable,  the  chance  of  accident  is 
vastly  increased.  We  must  not,  of  course,  consider  the 
recent  frequency  of  railroad  accidents  as  a  result  of  the 
Interstate  Commerce  Law,  especially  since  some  of  the 
worst  of  them  have  happened  before  the  law  went  into 
effect ;  but  they  are  the  symptoms  of  a  condition  of  affEiirs 
under  which  the  application  of  the  law  becomes  more 
difficult. 

As  the  new  railroad  mileage  was  brought  into  operation, 
all  these  evil  effects  were  intensified.  It  often  happened 
that  a  line  which  was  unable  to  secure  a  profitable  busi- 
ness attempted  to  make  its  neighbor's  business  unprofita- 
ble, and  succeeded  only  too  well.  In  this  respect,  the 
effects  of  the  Interstate  Commerce  Act  were  decidedly 
bad.  If  one  road  already  enjoyed  a  large  local  business, 
and  a  competing  road  was  built  which  had  little  or  none, 
the  latter  was  in  by  for  the  stronger  fighting  position. 
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The  Interstate  Commerce  Law,  by  compelling  the  reduo* 
tion  of  the  local  rates  to  the  standard  of  through  rates, 
handicapped  the  sounder  road  in  any  contest  which  might 
arise ;  while  by  the  prohibition  of  pooling  it  ensured  the 
recurrence  of  such  contests.  From  this  evil  effect  of  the 
law,  the  Interstate  Commerce  Commission  gave  no  relief. 
Under  the  language  of  the  act,  it  was  perhaps  impossi- 
ble to  expect  any  such  help.  Yet  the  manner  in  which 
they  have  treated  the  subject  has  been  a  serious  disap- 
pointment to  many  students  of  the  railroad  question. 
While  admitting  the  difficulties  of  the  situation,  they 
speak  as  follows  of  their  own  authority:  ^^The  act  has 
doubtless  conferred  upon  the  Commission  a  greater  power 
to  protect  localities  against  the  carriers  than  it  has  to  pro- 
tect the  carriers  against  themselves  or  against  each  other. 
It  was  probably  thought  in  Congress  that,  were  the  lib- 
erty of  action  left  to  the  carriers,  they  would  not  need- 
lessly rush  to  destruction.  The  assumption  may  not 
prove  to  be  well  founded ;  but  nothing  seems  plainer  than 
that,  under  the  law  as  it  stands,  the  protection  of  carriers 
against  destructive  rivalry  and  rates  that  lead  directly  to 
bankruptcy  must  be  found  chiefly  in  prudent  manage- 
ment, in  the  cultivation  of  reasonable  relations  among 
themselves,  in  mutual  forbearance  and  the  application  of 
a  sense  of  justice  to  their  mutual  dealings  and  in  their 
rivalries.'*  * 

This  statement  of  the  case  is  not  quite  fair.  The  prac- 
tical difficulty  is  that  the  law,  by  the  clause  prohibiting 
pools,  has  rendered  it  nearly  impossible  for  the  railroads 
to  cultivate  such  reasonable  relations  with  one  another; 
or,  rather,  it  has  made  it  possible  for  the  most  reckless 
manager  among  several  rival  companies  to  dictate  the 
policy  of  them  all.  The  Commission  may  not  have  the 
technical  authority  to  protect  investors'  interests  under 
these  circumstances ;  but,  in  a  large  number  of  their  pre- 

*2  Interstate  Commeroe  Report,  pp.  206, 267. 
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yious  decisions,  they  have  far  exceeded  the  limits  of  the 
technical  authority  which  the  act  was  intended  to  confer 
upon  them.  The  Commission  has  had  an  unexpected 
power,  because  it  showed  itself  a  responsible  protector 
for  a  variety  of  interests.  If  it  shrinks  from  exercising 
that  office  in  behalf  of  the  investor,  it  will  have  a  most 
damaging  effect  upon  its  ultimate  authority  and  influence. 
The  Interstate  Commerce  Law,  as  the  Commission  says, 
in  its  first  annual  report  to  Congress,  was  not  intended  to 
destroy,  but  to  conserve  and  protect.  If  the  law  is  found 
to  be  really  destructive,  it  must  produce  a  reaction  which, 
sooner  or  later,  will  seriously  impair  its  efficiency  in  every 
respect. 

The  need  of  conservative  action  at  the  present  juncture 
is  heightened  by  the  attitude  of  State  legislatures.  The 
regulation  of  railroad  rates  is  not  taking  precisely  the 
same  form  to-day  that  it  did  in  the  agitation  of  1878  and 
1874,  but  it  is  hardly  less  sweeping  in  its  efiFects.  The 
debates  in  many  of  the  State  legislatures,  and  particularly 
in  that  of  Iowa,  show  an  avowed  disregard  of  the  most 
elementary  principles  of  law.  The  State  legislature  is 
acting  in  the  interest  of  those  who  use  the  road  and 
against  that  of  those  who  own  it.  Under  such  circum- 
stances, the  question  of  protecting  railroad  investors  be- 
comes a  matter  of  the  highest  practical  moment.  There 
is  most  serious  cause  for  regret  that  the  Interstate  Com- 
merce Commission  should  have  been  forced  to  choose  the 
present  time  for  disclaiming  the  power  to  act  in  this  way. 

While  the  roads  were  thus  left  unprotected  from  out- 
side, the  pooling  clause  has  made  it  impossible  for  them 
to  protect  themselves.  The  high  nominal  standard  of 
virtue  required  by  the  law,  coupled  with  the  impossibility 
of  enforcing  it  against  rivals  or  of  getting  any  reward  for 
it  one's  self,  has  led  first  to  mutual  suspicion  and  then  to 
serious  evasions.  Publicity  and  stability  of  rates,  desira- 
ble alike  for  the  railroads  and  the  public,  have  been  thus 


Digitized  by 


Google 


178 


QUABTEBLT  JOURNAL  OF  ECONOMICS 


sacrificed.  Reductions  are  often  made  by  irresponsible 
agents,  with  little  or  no  benefit  to  legitimate  trade  and 
damaging  loss  to  the  railroads  concerned. 

As  the  result  of  these  influences,  the  value  of  railroad 
property  has  fallen  enormously.  It  is  doubtful  whether 
the  combined  effect  of  the  crisis  of  1878  and  the  Granger 
legislation  of  the  same  period  produced  any  greater  aggre- 
gate effect  in  depressing  prices.  Of  forty-seven  among  the 
more  important  active  stocks  quoted  in  New  York  City,* 
only  four  show  an  advance,  which  is  slight  in  each  case : 
the  remainder  show  a  decline,  and  usually  a  very  marked 
one.  The  par  value  of  these  stocks  was  a  little  over 
$1,600,000,000.  Their  actual  value  on  April  4,  1887, 
when  the  Interstate  Commerce  Law  went  into  effect,  was 
about  $1,000,000,000.  On  December  4,  1888,  their  value 
was  less  than  (800,000,000,  a  loss  of  over  20  per  cent,  in 
twenty  months,  and  of  (210,000,000  in  aggregate  value.f 


*Iii  malring  np  the  list,  those  aotrre 

not  directly  affected  by  the  act  (like 

which  Mnomit  to  le«  than  $10,000,000 

Utfge  paymenti  on  stock  or  new  stock  h 

f oUows :  — 

Price     Price 


stocks  haTC  been  omitted  (1)  which  are 
or  Canadian  Pacific) ;  (2)  those 
par  Talne;  (3)  those  which  hare  had 
of  magnitude.    The  list  itself  is  as 


April  4,  I>ec.  4, 
1887.  " 


1(MV 


1888. 


Security. 
Atchison,  Top.  A  S.  F. 

Atlantic  dk  Pacific 12 

Canada  Southern 62 

CentralofNJ 75 

Central  Pacific 40 

0.,B.AQ 14a 

CM.  dkSt-Panl 08 

**          •*           pref. ..  122 
O.AN.W 121 

••     **     pref 1471 

CRLdkP. 126 

0.,  St.  L.  A  Pitts.,  pref..    48^ 
C,  St.P.,  M.dkOmaha..    61 

««  «i  ••  112 

CC.aAL 66 

Col.,  Hook.  VaL  A  Tol, 

v.^Lstw 

DenTcrdk  R.O 

"  •«    pref. 

B.T.,Va.ftO 

"  "     1st  pref... 

"  «     2d  pref.... 

LskeSrieft  West 

••  "     pref.. 

t  Anmilar  list  of  forty-fiTC  stocks  in  the  Baihroad  Oaxette  of  September  27, 
1878,  shows  a  larger  percentage  fall  in  the  crisis  of  1878,  bnt  a  smaller  aggregate 
one ;  the  maTimnm  Talne  being  $567,000,000,  and  the  minimnm  $380,000,000. 


134 
81 

75 


Price 
April  4,  : 

Secnrity.  1887. 

Lake  Shore  A  M.  S 9& 

LonisTiUe  St  NashTlUe  ..    67i 

Michigan  Central 98 

Mo.,  Ksn.  dk  Texas. 88  ^ 

Missoori  Pacific 109 

N.Y.C.  &H.IL 118 

N.T.,L.B.dk  Western...  84 
N.T.dk  New  England....  64 
N.T.,  Ont.dk  Western...  19 
N.T.,  Soiq.  &  West 181 

"        "  ••     pref.   8l{ 

Norfolk  A  Western 221 

"  ••        pref.    62} 

Northern  Pacific 29 

«•  "      pref....    6M 

Ohio  A  MisslBsippi 82t 

Oreg.  dk  Transcon 84 

Richmond  A  West  Pt... .    42 
St.  Louis,  Ark.  &  Tex... . 
St  L,  &  San  Fran 

"  "         pref... 

8t.P.,Min.AMan. 118' 

Union  Pacific 61^ 


Digitized  by 


Google 


RAILBOAD  BUSINESS  179 

It  is  not  probable  that  other  railroad  stocks  have  changed 
in  quite  the  same  ratio.  The  inactive  stocks  have  in  many 
instances  shown  a  tendency  to  rise.  But  the  general 
movement  has  been  a  downward  one ;  and,  as  the  list 
given  includes  only  a  little  over  one-third  of  the  railroads 
of  the  country,  and  does  not  include  some  companies 
which  have  been  among  the  most  severe  sufferers,  it  is  not 
unlikely  that  the  total  depreciation  of  railroad  stock  dur- 
ing the  operation  of  the  Interstate  Commerce  Act  may 
have  amounted  to  something  like  $500,000,000. 

To  those  interested  in  the  financial  prosperity  of  the 
country,  such  a  result  is  obviously  most  unfortunate.  It 
is  not  until  recently  that  the  mag^tude  of  the  change  has 
been  appreciated  by  the  public.  It  has  resulted  in  a 
movement  for  the  modification  of  some  of  the  provisions 
of  the  Interstate  Commerce  Act,  and  particularly  of  the 
clause  against  pooling.  A  collection  of  opinions  published 
in  a  recent  number  of  Bradstreet's  *  shows  how  wide- 
spread is  the  feeling  on  this  point.  Many  of  those  whose 
opinions  were  quoted  had  opposed  the  prohibition  of 
pools  from  the  outset,  and  had  believed  that  all  the  safe- 
guards provided  by  the  Interstate  Commerce  Act  against 
rate-cutting  and  discrimination  would  be  of  little  perma- 
nent avail  if  this  clause  were  retained  in  the  act.  But 
there  were  others  who  were  willing  to  see  the  experiment 
tried,  and  who  have  now  become  convinced  of  its  failure. 
This  change  of  sentiment  among  lawyers  and  financiers  is 
highly  significant ;  but  for  the  present  there  is  not  much 
reason  to  expect  any  tangible  results  from  it.  A  move- 
ment to  repeal  the  clause  against  pooling  will  be  opposed 
by  two  distinct  bodies  of  men,  either  of  them  alone  per- 
haps strong  enough  to  defeat  it.  In  the  first  place,  there 
are  those  who  supported  the  Interstate  Commerce  Law 
out  of  hostility  to  corporations  as  such.  To  these  men, 
any  reduction  in  rates  is  welcome.  If  it  hurts  the  finan- 
cial prosperity  of  railroads,  they  like  it  all  the  better,  be- 

r  1,1888. 
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cause  it  indicates  that  they  have  accompliahed  their  object. 
Only  when  the  loss  becomes  so  great  as  to  check  railroad 
building  and  interfere  with  the  development  of  shippers' 
facilities  can  we  expect  any  change  of  sentiment  from  this 
quarter.  In  the  second  place,  there  is  a  class  of  men  who 
admit  the  existence  of  the  present  evils,  but  deny  that 
they  are  a  direct  result  of  the  Interstate  Commerce  Law. 
They  claim  that  it  is  the  railroad  managers'  own  fault  that 
things  have  taken  their  present  course,  and  insist  that  it 
is  the  railroad  stockholders  and  not  Congress  or  the  law 
that  are  to  blame  for  the  present  crisis. 

This  is  the  position  taken  by  the  Interstate  Commerce 
Commission  in  their  second  annual  report.  They  admit 
the  existence  of  the  evils  which  we  describe,  and  deplore 
them  most  seriously.  They  say  explicitly  that  unreason- 
ably low  rates  are  a  disadvantage  to  the  community.  Any 
benefit  from  such  rates  is  but  temporary,  and  falls,  for  the 
most  part,  into  the  hands  of  speculators.  To  legitimate 
business,  steadiness  of  rates  is  of  the  highest  importance, 
and  unreasonably  low  rates  cannot  be  steadily  maintained. 
If  they  last  for  any  length  of  time,  they  are  inconsistent 
with  efficient  service.  If  they  are  established  on  a  large 
scale,  they  enable  railroad  managers  to  make  money  by 
stock-jobbing  at  the  expense  of  the  legitimate  investor.* 
But  the  commissioners  hold  at  the  same  time  that  these 
results  cannot  properly  be  charged  to  the  operation  of  the 
Interstate  Commerce  Act.  They  believe  that  the  prohi- 
bitions of  the  act  in  their  direct  effects  have  tended  to 
benefit  the  revenues  of  the  carriers  and  not  to  deplete 
them,  making  all  traffic  more  generally  and  more  evenly 
remunerative.  They  say  that  the  severe  losses  of  the  rail- 
roads during  the  past  year  have  not  been  due  to  the  act 
to  regulate  commerce,  but  to  special  causes,  like  the  Chi- 
cago, Burlington  &  Quincy  strike,  which  for  months  was 
a  seriously  disturbing  factor  in  the  transportation  of  the 
whole  region  affected.     They  further  say  that  the  con- 

*  Second  Annual  Report,  pp.  20-23. 
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stmction  of  new  lines  of  road  and  the  sharply  competitive 
rate  wars  are  still  more  directly  responsible  for  the  pres- 
ent crisis,  and  that  these  cannot  with  any  justice  be 
claimed  to  have  resulted  from  the  act  or  from  its  admin- 
istration.* 

The  first  of  these  points,  with  regard  to  the  direct  effect 
of  the  act  on  rates,  is  at  least  partially  true.  The  aveiv 
age  charge  per  ton  per  mile  in  1886  was  1.042  cents ;  in 
1887  it  was  1.063  cents.  Inasmuch  as  this  change  was 
accompanied  by  an  increase  in  the  volume  of  traffic,  it  re- 
sulted in  an  increase  of  revenue ;  but  we  must  not  over- 
look the  fact  that  it  was  accompanied  by  an  increase  in 
expense  per  train-mile  at  the  same  time.  Though  the  vol- 
ume of  traffic  was  greater,  the  average  distance  carried  was 
somewhat  shorter.  The  proportion  of  local  traffic,  which 
IB  more  expensive  to  handle,  was,  so  far  as  we  can  judge 
from  the  incomplete  returns  at  hand,  distinctly  larger. 
While  the  traffic  may  have  been  more  "evenly"  remuner- 
ative, it  is  doubtful  whether  it  was  more  "  generally  "  so. 
The  fact  already  noted,  that  operating  expenses  have  in- 
creased faster  than  gross  earnings,  creates  a  strong  pre- 
sumption that  the  benefit  was  not  so  great  as  the  Com- 
mission assumes. 

The  Chicago,  Burlington  &  Quincy  strike  was  a 
serious  element  of  loss,  but  it  does  not  deserve  the  im- 
portance which  the  Commission  assigns  to  it.  The  fall  in 
value  of  the  Burlington  securities  was  great ;  but  it  was 
not  very  much  greater  than  that  of  some  other  companies 
similarly  situated,  and  it  forms  but  an  inconsiderable 
fraction  of  the  whole  loss  of  the  railroads  of  the  country. 
There  is  apt  to  be  a  serious  fallacy  in  treating  a  strike  of 
this  kind  as  an  independent  cause  of  depression.  It  is 
much  more  commonly  a  result  of  such  depression  rather 
than  a  cause.  The  serious  railroad  strikes  have  occurred 
after  trouble  has  begun  rather  than  before  it.  They  are 
due  to  an  inability  of  the  companies  to  meet  the  demands 

•  Second  Ammal  Beport,  pp.  17, 18. 
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of  their  workmen  without  serious  loss,  and  for  this  in- 
ability the  cause  must  be  sought  in  the  operation  of  more 
general  conditions. 

These  conditions  may  fiiirly  enough  be  described  as 
the  Commission  describes  them, —  parallel  railroad  con- 
struction and  wars  of  rates.  But,  when  the  Commission 
goes  on  to  say  that  they  cannot  with  any  justice  be  claimed 
to  have  resulted  from  the  act  or  from  its  administration, 
they  make  an  unwarranted  assertion.*  It  was  under- 
stood and  expected  in  advance  by  the  great  majority  of 
those  who  studied  the  act,  whether  advocates  or  oppo- 
nents, that  the  prohibition  of  pools  would  have  some  such 
result  as  this.  It  is  a  universal  experience,  not  of  America 
alone,  but  of  all  countries  with  complicated  railroad  sys- 
tems, that  only  by  pooling  contracts  can  stable  arrange- 
ments between  competing  systems  be  maintained.  If  it 
had  been  possible  for  the  railroads  to  maintain  traffic 
agreements  without  pools,  Mr.  Reagan  and  his  supporters 
would  not  have  been  so  strenuous  in  supporting  this 
section.  They  wanted  rates  reduced,  and  they  got  what 
they  wanted.  Railroad  men  said  all  along  that  such  a 
result  would  be  inevitable.  The  facts  have  proved  that 
they  were  right.  All  the  arguments  of  the  Commission 
as  to  what  railroad  managers  might  do  and  ought  to  do 
are  mere  expressions  of  opinion,  unsupported  by  a  single 
historical  instance  where  they  have  been  carried  out  in 

*The  foUowing  pmngraphB  were  written  prior  to  the  recent  ntteranoee  of 
Jndge  Cooley  and  Mr.  Adams  on  the  snbject  of  railroad  morals.  Wbile  rec- 
ognizing the  force  of  nuuiy  things  which  they  say,  the  writer  sees  no  reason 
to  modify  his  statements.  Railroad  morals  to-day  are  bad ;  bat  why  ?  Not 
because  railroad  agents  are  generally  dishonest,  bnt  because  the  law  prohibits 
the  most  practicable  check  upon  the  dishonest  ones.  That  they  are  nnprece- 
dentedly  bad,  as  Mr.  Adams  claims,  we  do  not  beliere ;  for  there  were  worse 
abuses  before  pooling  began  than  any  which  he  has  to-day  cited.  Still  less 
can  we  admit  Judge  Cooley's  reported  statement  that  the  result  is  surpriring. 
Prohibit  pools,  and  it  is  natural  to  expect  a  recurrence  of  the  erils  which  pools 
kept  in  check.  The  only  surprising  thing  is  that  they  were  so  long  in  making 
themselves  felt.  The  present  state  of  affairs  was  predicted  without  reserve 
in  the  Railroad  Gazette  of  Jan.  14, 1887. 
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practice.  The  Commission  complains  because  subordi- 
nates on  one  railroad  system  are  allowed  to  meet  a  cut 
rate  on  another  system.  A  road  which  did  not  allow  such 
discretion  would  lose  a  large  part  of  its  competitive  traffic. 
The  Commission  complains,  with  somewhat  more  justice, 
that  one  road  will  reduce  rates  on  the  mere  suspicion  of 
unfair  practices  on  the  part  of  another.  But,  if  traffic  is 
actually  diverted,  it  becomes  almost  a  business  necessity 
to  protect  one's  own  interest  even  without  positive  proof 
of  the  existence  of  rebates  on  the  other  line.  For  this 
proof  can  only  be  obtained  after  long  waiting,  while  im- 
mediate action  is  demanded  in  self-defence.  All  through 
this  part  of  the  report,  the  Commission  fails  to  grasp  the 
fact  that  it  involves  more  serious  loss  to  let  competitive 
business  go  than  to  carry  it  at  unreasonably  low  rates; 
and  that  the  actual  diversion  of  business  must  often  be 
accepted  by  a  railroad  company  as  an  indication  that  the 
agents  of  the  other  line  are  granting  special  reductions, 
even  without  convincing  proof  of  the  fact. 

Somewhat  the  same  reasoning  holds  with  regard  to  the 
construction  of  parallel  lines.  If  railroads  are  liable  to 
sharp  competitive  warfare  at  any  moment,  it  is  a  necessity 
for  each  railroad  to  control  its  own  feeders.  Even  if  such 
lines  are  more  effective  in  injuring  its  rivals  than  for  any 
other  purpose,  there  is  a  strong  temptation  to  build  them. 
Just  so  far  as  the  prohibition  of  pools  increases  the  liability 
to  a  state  of  war,  it  also  increases  the  inducement  to  build 
parallel  railroads  where  they  are  not  needed  by  the  busi- 
ness of  the  country. 

But  it  may  be  said  that  the  prohibition  of  pools  ought 
not  to  involve  the  necessity  of  warfare.  It  would  not,  if 
all  the  railroad  managers  and  their  subordinate  agents 
were  on  a  higher  moral  plane  than  nine-tenths  of  the  rest 
of  the  community.  A  large  part  of  the  reasoning  of  the 
Commission  asstimes  that  it  might  fairly  be  expected  that 
they  should  be.    This  assumption,  however  complimentary 
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to  the  standard  of  our  railroad  service,  is  considerably  in 
advance  of  the  fitcts.  As  long  as  it  is  only  true  of  some 
railroad  officials  and  not  of  all,  railroad  wars  will  be 
almost  inevitable  under  the  existing  law.  The  prohibi- 
tion of  pools  enables  the  most  reckless  among  several 
companies  to  set  the  standard  for  the  whole  competitive 
business,  and  the  short-haul  clause  simply  makes  this 
result  more  destructive  financially  by  forcing  the  same 
standard  upon  the  non-competitive  business  also.  To 
preach  peace  to  the  good  railroad  officials  when  the  bad 
railroad  officials  will  get  the  whole  competitive  traffic  on 
such  terms  is  like  insisting  on  the  disarmament  of  one  or 
two  countries  in  Europe,  while  others  maintain  their  ex- 
isting preparations  for  war.  We  may  go  one  step  farther 
in  the  analogy,  and  say  that  to  preach  peace  measures  to 
the  railroads  and  to  prohibit  pools  by  law,  is  like  urging 
disarmament  in  Europe  and  at  the  same  time  removing 
all  the  sanction  for  existing  treaties  and  all  the  police 
regulations  by  which  it  has  become  possible  to  enforce 
them.  Such  a  project  would  not  mean  peace.  It  would 
mean  war  on  such  terms  as  to  secure  the  survival  of 
the  unfittest. 

But,  however  much  we  may  disagree  with  the  ground 
taken  by  the  Interstate  Commerce  Commission,  we 
cannot  overlook  the  fact  that  their  views  represent  the 
opinion  of  a  large  part  even  of  the  more  enlightened 
section  of  the  community,  and  that  it  is  hopeless  to 
expect  any  essential  modification  of  the  act  until  the 
Commission  has  come  to  recognize  the  necessity.  Ac- 
cepting the  fact  that  the  prohibition  of  pools  is  likely  to 
continue,  it  is  worth  while  to  inquire  what  will  be  the 
probable  results  in  the  immediate  future. 

1.  It  is  possible  that  there  may  be  an  organized  effort 
to  evade  the  prohibition.  The  recent  attempt  to  establish 
a  clearing  house  in  the  South-west  may  be  regarded  as  a 
symptom  of  this  tendency.    It  is  a  symptom  rather  than 
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an  actual  instance ;  for  it  was  not  successfully  carried  out, 
and,  if  it  had  been,  it  would  not  have  been  equivalent  to 
a  pool.  A  clearing  house  simply  furnishes  a  new  and 
better  means  of  detecting  violations  of  a  rate  agreement, 
while  a  pool  is  a  means  of  removing  suspicion  by  render- 
ing such  violations  of  the  rate  agreement  unprofitable  to 
the  road  which  practises  them.  No  matter  how  good  the 
detective  system  of  the  clearing  house,  it  will  not  be  able 
wholly  to  reach  the  results  obtained  by  a  pool.  It  will 
make  the  granting  of  rebates  more  difficult  and  more 
secret,  and  thus  far  less  profitable ;  but  it  will  not  remove 
the  suspicion  of  bad  faith  when  traffic  is  diverted  from  one 
road  to  another.  As  long  as  the  combinations  of  shippers 
have  the  power  to  divert  traffic  on  a  large  scale,  it  will  be 
possible  for  them  to  arouse  this  suspicion.  To  allow  com- 
binations of  shippers  to  deal  with  isolated  roads  individ- 
ually and  then  expect  the  roads,  themselves  to  maintain 
rates  is  likely  to  prove  a  mistake,  however  well  their 
clearing  house  may  be  organized. 

There  is  a  chance  that  pools  may  be  formed  even  under 
the  present  law  without  technical  violation  of  its  provi- 
sions. An  agreement  among  several  roads  that  a  clearing 
house  shall  make  insufficient  allowance  for  expenses  on  the 
freight  of  any  road  which  receives  an  increased  percentage 
of  traffic  without  showing  special  cause  therefor,  has  most 
of  the  effects  of  a  pool.  Without  actually  dividing  or 
diverting  traffic,  it  makes  it  an  object  for  the  road  which 
obtains  an  increased  percentage  to  stiffen  its  rates,  and  thus 
indirectly  to  induce  shippers  to  seek  other  routes.  This 
was  in  substance  the  policy  pursued  by  the  Southern  asso- 
ciation at  one  period  of  its  history.  Whether  it  were  held 
to  be  illegal  would  largely  depend  upon  the  discretion  of 
the  courts.  They  would  not  enforce  such  an  agreement ; 
but  they  might  not  hold  that  it  was  subject  to  the  special 
prohibitions  and  penalties  of  the  Interstate  Commerce  Act. 

Should  this  attempt  be  unsuccessful,  actual  consolidation 


Digitized  by 


Google 


186  QUABTEBLY  JOUBNAL  OF  ECONOMICS 

is  always  possible.  It  is  not  unlikely  that  the  Interstate 
Commerce  Act,  if  it  should  continue  in  operation  in  its 
present  form  for  a  long  time,  would  cause  direct  consoli- 
dation of  competing  interests  where  otherwise  a  pool 
would  be  sufficient.  Whether  this  result  is  to  be  regarded 
as  desirable  depends  partly  on  the  per$onful  of  the  result- 
ing management  and  partly  on  the  point  of  view  of  the 
critic. 

2.  But  there  is  another  possible  outcome  of  the  whole 
matter,  which  is  worth  considering.  If  the  railroads  should 
fail  to  make  effective  combinations  within  any  reasonable 
time,  and  if  the  present  fall  in  prices  should  continue,  a 
reduction  of  new  raihx>ad  construction  must  inevitably 
follow.  This  was  the  case  in  1874  and  1875.  It  was  this 
which  produced  the  effective  reaction  against  the  Granger 
legislation.  The  men  who  cared  least  for  investors'  rights 
were  those  who  cared  most  for  shippers'  facilities.  As 
soon  as  forced  reductions  in  rates,  whether  directly  estab- 
lished by  law  or  indirectly  produced  by  competition,  reach 
a  point  where  they  check  the  development  of  the  commu- 
nity, a  reaction  is  sure  to  follow.  If  this  should  come,  it 
might  readily  carry  with  it,  not  merely  the  repeal  of  the 
section  against  pooling,  but  of  other  more  vital  parts  of 
the  Interstate  Commerce  Act.  This  contingency  is  promi- 
nently in  the  mind  of  so  careful  a  student  of  the  railroad 
problem  as  Mr.  Sterne,  when  he  says  that  he  now  advo- 
cates the  repeal  of  the  pooling  clause  lest,  in  the  attempt 
to  maintain  it,  the  whole  fabric  of  the  Interstate  Commerce 
Law  be  injured. 

It  is  too  early  to  predict  which  of  these  directions  events 
are  likely  to  take.  Much  will  depend  upon  conditions 
which  are  at  present  unknown.  Should  the  harvests  of 
1889  prove  abundant  and  general  business  at  the  same 
time  be  prosperous,  the  fall  in  railroad  values  might  be  so 
far  arrested  as  to  give  the  railroads  time  for  organization 
before  matters  reach  a  crisis.    In  that  case,  we  may  hope 
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for  a  gradual  development  of  railroad  service  in  such  a 
manner  as  to  adapt  itself  to  the  existing  law.  But  if  the 
harvests  should  prove  deficient  or  manufiEu^tures  unpros- 
perous,  or  if  there  should  be  anything  like  a  crisis  in  the 
money  market,  a  further  depression  in  railroad  business  is 
inevitable;  and  any  added  depreciation,  coming  at  the 
present  juncture,  would  almost  certainly  produce  a  reac- 
tion against  national  control  not  unlike  that  which  swept 
away  or  reduced  to  abeyance  the  state  laws  in  the  Upper 
Mississippi  Valley  thirteen  years  ago. 

Abthdb  T.  Hadley. 
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It  requires  but  little  study  to  make  evident  that  the 
term  **  capital "  is  used  in  a  variety  of  ways,  each  of  which 
is  necessary  to  develop  some  line  of  economic  thought 
worthy  of  attention.  Almost  every  writer  on  economic 
subjects  uses  the  word  ^^ capital"  in  a  new  sense,  or  at 
least  ^ves  it  a  definition  differing  from  all  others.  So 
varied  a  use  of  the  term  cannot  but  make  the  whole  sub- 
ject ambiguous  and  perplexing.  Any  proposition  con- 
cerning capital  is  true  only  when  capital  is  defined  in  a 
particular  way.  Great  confusion  is  caused  by  authors 
not  perceiving  that  in  different  propositions  they  have  used 
the  term  in  different  ways.  It  is  not  the  purpose  of  this 
article  to  magnify  the  importance  of  the  use  of  the  term 
in  the  sense  in  which  I  shall  use  it,  nor  to  belittle  other 
discussions  where  it  is  used  in  other  senses.  It  is,  how- 
ever, to  be  hoped  that  this  discussion  will  tend  to  make 
writers  more  conscious  of  the  many  ways  in  which  it  is 
now  used,  and  help  to  establish  a  more  definite  usage 
of  the  term.  Some  usage  ought  to  be  accepted  as  fun- 
damental ;  and,  when  it  is  used  in  any  other  way,  some 
other  word  should  be  used,  or  at  least  some  modifying 
word  should  be  introduced.  This  is  especially  true  of 
the  widely  different  ways  in  which  the  word  is  used  in 
production  and  distribution.  It  is  so  easy  to  confuse 
one  usage  with  the  other  that  no  escape  from  the  present 
confusion  seems  possible  without  some  addition  to  or 
modification  of  the  vocabulary  of  economic  words.  We 
really  need  new  words  more  than  we  do  new  thoughts. 

No  intelligent  discussion  can  be  carried  on  unless  the 
fundamental  idea  of  capital  is  first  grasped ;  and,  when 
any  modification  is  introduced  pending  the  discussion  of 
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partioular  problems,  oare  must  be  taken  that  propositions 
founded  on  different  definitions  are  not  combined  to  make 
further  deductions. 

What,  then,  is  the  fundamental  idea  of  capital? 

There  are  three  ways  in  which  labor  may  co-operate  to 
increase  the  productiveness  of  industry. 

In  the  first  place,  by  combination.  Two  men  working 
together  in  many  simple  operations  can  do  more  than 
three  or  even  a  larger  number  of  laborers,  if  each  should 
work  by  himself.  This  is  the  case  in  the  felling  of  trees, 
the  lifting  of  heavy  weights,  the  moving  of  large  boats, 
and  in  innumerable  other  instances  of  the  same  kind. 

Secondly,  there  is  the  division  of  labor.  More  will  be 
produced  if  some  laborers  devote  their  entire  attention  to 
producing  one  article,  obtaining  whatever  else  they  want 
by  exclumging  their  produce  for  that  of  others.  Thus 
more  is  produced  when  some  are  farmers,  others  tailors, 
weavers,  blacksmiths,  and  the  like,  than  if  each  one  en- 
deavored to  supply  his  wants  by  producing  everything  for 
himself. 

Thirdly,  there  is  the  order  in  which  the  labor  is  per- 
formed. One  hundred  days'  work  done  successively  will 
produce,  in  many  cases,  a  greater  quantity  than  if  dl  the 
work  is  done  on  the  same  day.  There  being  a  need  of  a 
given  amount  of  food,  it  can  be  obtained  with  less  expen- 
diture of  labor  if  the  labor  is  mostly  performed  several 
months  before  the  supply  becomes  necessary  than  if  noth- 
ing is  done  until  the  day  is  at  hand  on  which  there  is  a 
demand  for  the  food.  If  the  labor  is  delayed  until  the 
time  arrives,  the  only  remaining  resources  for  acquiring 
nourishment  are  hunting,  fishing,  berrying,  and  the  like ; 
and  of  these  the  supply  is  very  limited,  and  much  work  is 
required  to  obtain  a  supply  from  these  resources,  if  any 
considerable  quantity  is  desired.  On  the  other  hand,  if 
land  is  ploughed,  prepared,  and  sowed  to  wheat  several 
months  before  there  is  a  scarcity  of  food,  a  much  larger 
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amount  of  food  is  produoed  and  at  a  much  less  expendi- 
ture of  labor.  Again,  a  supply  of  cloth  being  essential,  a 
much  larger  quantity  can  be  obtained  for  the  same  labor 
if,  previous  to  the  time  when  it  is  required,  a  part  of  the 
labor  has  been  employed  to  prepare  machines  on  which 
the  cloth  can  be  woven. 

The  production  of  wheat  offers  a  good  example  for 
showing  how  the  use  of  capital  causes  the  exertion  of 
labor  in  a  series  involving  time,  and  how  the  series  be- 
comes longer  as  a  more  extensive  use  is  made  of  capital. 
Doubtless,  the  first  consumers  of  wheat  found  it  growing 
wUd.  They  gathered  and  used  it  as  they  did  fruits  and 
berries.  In  this  case  there  was  no  use  made  of  capital, 
the  consumption  immediately  following  the  labor  of  gath- 
ering the  wheat.  Soon  they  found  that  wheat  could  be 
easily  preserved  and  consumed  when  the  other  fruits, 
which  cannot  be  preserved  for  any  length  of  time,  could 
not  be  obtained.  Now  the  use  of  capital  began  as  there 
was  an  interval  of  time  between  the  act  of  gathering  and 
the  time  of  consumption,  and  during  this  interval  some 
labor  must  be  continually  exerted  to  preserve  the  wheat 
from  decay  or  prevent  its  loss  by  theft.  At  length,  when 
wheat  growing  wild  would  not  supply  the  wants  of  all 
desiring  it,  the  discovery  was  made  that  by  cultivation 
the  supply  could  be  greatly  increased.  The  series  of  acts 
necessary  to  produce  wheat  thus  became  lengthened  out 
several  months,  while  the  need  of  protecting  the  crops  by 
fences  added  a  much  longer  period  to  the  time  by  which 
the  first  and  the  last  acts  of  production  were  separated 
from  one  another.  Subsequently,  the  desire  to  exchange 
other  commodities  for  wheat  produced  at  a  distance  caused 
the  use  of  wagons,  ships,  and  railroads,  and  for  their  con- 
struction the  series  of  acts  necessary  to  obtain  the  wheat 
was  again  extended.  In  these  and  many  other  ways,  such 
as  the  draining  of  the  land,  the  use  of  tools,  and  the  grind- 
ing of  the  wheat,  the  interval  of  time  between  the  first  act 
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of  the  production  of  wheat  and  its  final  consumption  has 
been  gradually  lengthened  by  the  use  of  more  complicated 
processes  of  production;  and,  during  this  interval,  labor 
must  be  constantly  exerted,  or  there  will  be  a  diminution 
of  the  quantity  of  wheat  which  the  last  acts  of  produc- 
tion bring  the  consumers.  On  all  sides  can  be  seen  illus- 
trations of  like  character,  showing  how  the  series  of  acts 
necessary  for  production  has  gradually  been  lengthened 
by  improved  industrial  processes;  and  I  now  wish  to  point 
out  what  deductions  can  be  drawn  from  these  fetcts. 

There  is  a  radical  difference  between  this  method  of 
co-operation  and  the  others  mentioned.  By  the  other 
methods  labor  is  economized,  but  the  supply  of  commodi- 
ties is  not  enlarged ;  while  by  this  method  the  supply  is 
vastly  increased.  If  a  large  number  of  persons  hunt  to- 
gether, they  can  kill  more  game,  but  they  do  not  increase 
the  supply  of  game.  So,  too,  if  several  co-operate  to  cut 
down  and  saw  trees,  they  save  labor,  but  do  not  increase 
the  supply  of  wood.  In  the  same  way  it  may  be  shown 
that  the  two  first-mentioned  modes  of  co-operation  do  not 
enlarge  the  quantity  of  food  or  other  raw  materials,  only 
causing  the  present  supply  to  be  more  economically  used 
and  labor  spared.  When  food  is  produced  by  the  cultiva- 
tion of  land,  the  supply  is  greatly  increased,  and  a  much 
larger  population  can  be  supported  than  before:  their 
average  condition  also  will  be  much  better,  there  being 
not  only  a  greater  population,  but  it  is  supplied  with  food 
with  much  less  labor. 

The  reward  of  each  laborer  must  vary  in  proportion  to 
the  length  of  time  which  must  elapse  between  the  per- 
formance of  the  labor  and  the  time  at  which  the  commod- 
ity is  ready  for  consumption.  If  a  hundred  successive 
days'  labor  is  necessary  to  prepare  a  commodity  for  con- 
sumption, the  one  who  does  the  first  day's  work  must 
have  more  than  he  who  performs  the  last  day's  work; 
for,  if  they  shared  alike,  each  one  would  desire  to  do  the 
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last  day's  work,  and  no  one  would  perform  the  first  day's 
work.  The  difference  between  the  shares  which  the 
laborer  performing  the  first  day's  work  receives  and  he 
who  performs  the  last  day's  work  is  the  reward  for  ab- 
stinence. This  reward  will  be  greater  or  smaller  accord- 
ing as  more  or  less  inducement  must  be  offered  to  obtain 
some  one  willing  to  defer  his  consumption  until  the  com- 
modity being  produced  is  ready  for  use.  The  amount 
which  the  last  laborer  receives  for  his  day's  work  is  his 
wages,  for  he  did  not  defer  his  consumption.  Each  one 
of  the  other  laborers  will  receive  more  than  the  last 
laborer  in  proportion  to  the  length  of  time  which  must 
elapse  before  the  commodity  is  ready  for  consumption; 
and  this  reward  for  abstinence  is  called  interest.  Any 
of  the  laborers  can  sell  his  right  to  future  consumption 
and  get  the  present  worth  of  his  right,  which  will  always 
be  equal  to  the  amount  received  by  the  one  doing  the 
last  day's  work.  Hence,  the  wages  of  the  laborers  will 
be  equal  if  each  disposes  of  his  right  as  soon  as  the  work 
is  performed. 

The  idea  of  capital  does  not  necessarily  imply  a  pre- 
viously accumulated  stock  of  produce  for  the  support  of 
the  laborers.  This  point  has  been  so  much  insisted  upon 
as  something  essential  to  the  idea  of  capital  that  it  is  nec- 
essary to  show  exactly  in  what  this  opinion  is  erroneous. 
The  commonly  accepted  view  can  be  best  illustrated  by 
using  the  production  of  food  as  an  example.  This  is  usu- 
ally taken,  because  it  shows  the  accepted  view  in  the 
clearest  light.  The  crops  are  sown  in  the  spring,  it  is 
said,  and  many  months  elapse  before  the  harvest ;  and,  if 
the  laborers  were  not  maintained  in  the  mean  time  from 
the  produce  of  past  labor,  they  would  necessarily  perish. 

I  do  not  deny  the  fact  that  they  must,  in  this  case,  be 
supported  from  a  previous  accumulated  stock,  but  I  do 
assert  that  this  fact  has  no  connection  with  the  idea  of 
capital.    To  illustrate  my  meaning,  let  us  suppose  that 
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nature  was  somewhat  different;  that,  instead  of  all  the 
crops  necessarily  being  sown  in  the  spring,  they  could  be 
sown  at  any  time,  and  would  mature  at  the  end  of  a  year ; 
and  that  farmers,  instead  of  sowing  all  at  one  time,  sowed 
each  month  one-twelfth  of  what  was  needed  for  the  year. 
In  this  case,  they  would  reap  enough  every  month  to 
support  themselves  that  month,  and  sow  a  like  quantity 
in  the  same  place  to  support  themselves  the  same  month 
the  next  year.  They  would  now  need  no  previously  ac- 
cumulated stock  of  food  to  support  them  until  their  crop 
ripened ;  yet,  in  the  latter  instance,  capital  has  been  used 
just  as  much  as  in  the  former.  If  the  return  for  labor  is 
uncertain,  or  the  work  can  only  be  done  at  particular 
times,  then  a  previously  accumulated  stock  is  necessary ; 
but,  where  the  produce  comes  in  regularly,  there  is  no 
need  of  such  a  stock.  Agriculture  is  almost  the  only 
instance  which  we  now  have  where  a  previously  accumu- 
lated stock  is  necessary.  In  manufactories  everywhere, 
the  work  goes  on  regularly ;  and  each  day  sees  completed 
a  new  supply  sufficient  for  the  wants  of  the  community. 
Wherever  a  stock  of  manufactured  goods  is  kept,  it  is  not 
to  assist  production,  but  to  enable  consumers  to  have  a 
large  assortment  to  choose  from.  It  is  the  convenience 
of  the  consumers,  and  not  the  needs  of  production,  that 
causes  such  stocks  to  be  kept. 

That  in  a  society  where  all  the  produce  comes  in  regu- 
larly, and  no  previously  accumulated  stock  is  needed, 
capital  is  necessary,  and  just  as  much  so  as  in  a  society 
existing  in  our  time,  where  the  supply  of  food  comes  in 
irregularly,  can  be  well  illustrated  in  the  following  man- 
ner: The  commodities  which  are  produced  are  divided 
into  two  classes,  which  I,  for  sake  of  distinguishing 
them,  will  caU  products  and  produce.  Commodities  are 
produce  which  will  directly  satisfy  a  want  of  man,  and 
are  desired  by  men  on  their  own  account.  For  instance, 
we  all  desire  bread  and  meat  because  they  satisfy  our 
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hunger.  We  want  clothes  to  keep  as  warm,  houses  to 
protect  us  from  the  weather,  music,  books,  and  paintings 
to  amuse  and  instruct  us.  All  these  and  many  other 
things  of  like  nature  we  desire  because  they  directly 
enable  us  to  be  happy  and  contented.  Besides  tiiese  there 
are  many  products  which  no  one  wants  because  they  can 
directly  satisfy  his  desires,  but  because,  with  their  aid,  he 
can  produce  more  abundantly  those  things  which  he  wants, 
llo  one  wants  a  plough,  a  spade,  an  engine,  or  a  loom 
for  any  pleasure  that  he  can  get  out  of  them  at  the  pres- 
ent time,  but  because  by  their  use  he  can  have  at  a  future 
time  a  better  supply  of  food,  clothes,  books,  and  other 
produce  than  if  he  did  not  have  them.  Tools,  machinery, 
and  other  instruments  of  production  in  the  possession  of 
individuals  or  communities  are  merely  means  for  the  at- 
tainment of  their  ends,  and  are  not  things  desired  on  their 
own  account,  and  hence,  from  the  stand-point  of  the  con- 
sumer, are  unfinished  produce  or  products;  while  those 
things  like  food  and  clothes  are  finished  produce.  A 
plough  is  so  many  loaves  of  bread  partly  made,  while  a 
loom  and  the  engine  which  moves  it  are  partly  made 
coats ;  that  is,  society,  having  determined  to  make  some 
more  bread  and  coats,  is  so  far  along  in  the  work  that  it 
has  made  a  plough,  a  loom,  and  an  engine  to  propel  it. 

This  view  can  be  still  more  generally  represented  in 
the  following  way :  All  labor  is  employed  in  putting  ob- 
jects in  motion ;  and,  by  these  motions,  we  effect  what  we 
desire.  When  we  wish  a  coat  or  some  bread,  some  of 
our  laborers  begin  a  series  of  motions,  then  others  take 
their  places  and  continue  the  series  of  motions,  and  these 
are  followed  by  still  others;  and,  finally,  after  many  sets 
of  laborers  have  followed  one  another,  all  keeping  up  the 
series  of  motions,  the  coat,  bread,  or  other  desired  article 
appears,  and  our  desires  are  satisfied. 

In  all  this,  we  have  a  series  of  successive  motions  —  or, 
in  other  words,  days'  labor  —  exerted  to  produce  a  de- 
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sired  commodity ;  and,  wherever  this  is  the  case,  the  idea 
of  capital  is  involved.  At  the  end  of  each  day's  labor, 
we  have  a  given  amount  of  produce  or  commodities  capa- 
ble of  directly  satisfying  some  desire,  and  a  certain  number 
of  products  to  which  still  more  labor  must  be  added  before 
they  will  of  themselves  be  desirable.  Those  laborers  who 
have  been  employed  on  products  must,  by  exchange,  ob- 
tain the  food,  shelter,  clothes,  and  other  desired  produce. 
The  question  now  arises.  What  will  be  the  ratio  at  which 
products  will  exchange  with  the  produce?  or,  in  other 
words,  How  will  ploughs  and  machines  exchange  with 
food  and  clothes  ?  The  reply  must  be  that  products  will 
not  exchange  on  equal  terms  with  produce;  that  is,  a 
given  number  of  days'  work  in  ploughs  and  machinery 
will  not  exchange  for  the  same  number  of  days'  work  in 
food  and  clothes.  Whoever  takes  the  ploughs  must  wait 
a  long  time  before  his  ploughs  become  food ;  and  no  one 
will  exchange  a  given  quantity  of  food  for  the  same  quan- 
tity at  a  future  time,  at  least  not  while  human  nature 
retains  its  present  characteristics.  Ploughs  and  other 
products  must  therefore  exchange  for  a  less  quantity  of 
food  and  other  produce,  measured  in  the  number  of  days' 
work  required  to  produce  them,  and  enough  less  so  that 
some  one  will  consent  to  exchange  food,  clothes,  etc.,  for 
them. 

There  are  two  stand-points  from  which  we  can  view  pro- 
duction in  which  the  use  of  capital  is  involved.  We  can 
suppose  the  laborers  agreeing  before  the  labor  begins  as  to 
how  the  produce  will  be  divided.  In  that  case,  the  agree- 
ment must  be  that  he  who  does  the  first  day's  work  must 
receive  more  than  he  who  does  the  last,  and  the  other 
laborers  must  receive  more  than  the  last  laborer,  in  propor- 
tion as  a  greater  length  of  time  must  elapse  from  the  time 
they  work  to  that  in  which  the  product  is  completed.  We 
may  also  consider,  as  is  usually  the  case,  that  each  laborer 
or  set  of  laborers  does  his  or  their  part,  and  then  they 
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exchange  products  to  obtain  what  they  desire.  In  this 
case,  products  like  ploughs  and  engines  will  not  exchange 
in  proportion  to  the  quantity  of  work  required  to  produce 
them  with  food,  clothes,  and  other  produce.  These  two 
views  are  the  same,  only  the  point  of  observation  is 
changed.  To  say  that  a  laborer  will  not  do  the  first  day's 
work  unless  he  has  more  of  the  final  produce  than  he  who 
does  the  last  day's  work  is  the  same  in  substance  as  to  say 
that  the  product  of  the  man  doing  the  first  day's  work,  at 
that  time,  will  not  exchange  for  a  full  day's  work  in  food 
or  clothes.  Whichever  stand-point  we  take  will  give  us  a 
clear  view  of  what  is  involved  in  the  idea  of  capital.  This 
idea,  however,  must  be  kept  distinct  from  an  accumulated 
stock,  the  necessity  of  which  arises  from  other  causes. 

The  commonly  accepted  view  of  capital  and  its  errors 
may  be  well  illustrated  as  foUovirs.  Suppose,  in  a  commu- 
nity living  on  fish  obtained  by  hook  and  line,  some  one 
conceives  the  idea  of  building  a  boat  to  aid  them  in  fish- 
ing, and,  wanting  another  laborer  to  help  him  make  it, 
offers  him  four  fishes  to  stay  at  home  and  assist  in  making 
the  boat.  The  man  says  that  he  must  see  the  fishes  before 
he  goes  to  work,  for  he  vnM  be  hungry  at  night ;  and,  if 
there  is  no  stock  of  fishes  on  hand,  he  vnML  suffer.  The 
employer  shows  him  the  stock  of  four  fishes,  and  the  man 
remains  at  home  and  helps  make  the  boat.  Having  com- 
pleted the  boat  that  day,  they  exchange  it  for  fish  with 
some  of  the  fishers,  thus  replenishing  the  employer's  stock. 
This  labor  of  making  boats  is  continued  from  day  to  day ; 
and  each  night  a  boat  is  finished  and  exchanged  for  fish. 
Soon  the  laborer  finds  that  his  master  receives  fresh  fish 
each  night,  and,  preferring  them  to  those  received  the 
night  before,  which  are  no  longer  very  fresh,  willingly 
takes  those  last  received  instead  of  those  caught  the  day 
before.  When  this  happens,  the  master  can  eat  up  or 
throw  away  his  accumulated  stock,  and  still  production  go 
on  as  before.    It  is  true,  when  they  begin  to  work,  they 
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have  no  stock  of  food ;  but  by  the  time  they  need  it  the 
fishermen  come  home  with  a  stock,  and  they  have  made 
a  boat  which  they  can  exchange  for  food. 

There  is  a  canse  greatly  increasing  the  accumulated 
stock  of  produce  which  nations  in  our  present  state  of 
civilization  must  possess  for  productive  purposes.  MoB^i 
of  the  laborers  do  not  save  for  themselves,  thus  necessitat- 
ing a  class  of  capitalists  who  accumulate  wealth,  not  only 
for  their  own  use,  but  also  for  others  who  prefer  immediate 
enjoyment  and  a  diminished  return  for  their  labor  to  the 
increased  return  obtained  by  deferred  consumption. 

The  motive  which  induces  a  man  saving  for  himself  to 
labor  to-day  for  the  needs  of  the  morrow,  instead  of  wait- 
ing till  to-morrow,  is  of  a  different  nature  from  that  which 
prompts  his  neighbor  who  is  not  willing  to  save.  Who- 
ever saves  for  himself  labors  to-day  instead  of  to-morrow, 
because  labor  exerted  before  the  product  is  needed  in- 
creases the  return.  If  he  labors  to-day  and  enjoys  himself 
to-morrow,  he  will  have  more  leisure  and  a  greater  sum  of 
pleasures  than  if  he  had  his  pleasures  precede  his  labor. 
That  he  is  willing  to  conform  to  the  demands  of  natural 
conditions,  and  work  when  his  labor  is  most  efficient,  does 
not  increase  his  need  of  an  accumulated  stock  of  produce. 
He  does  not  defer  his  consumption  of  food ;  for  he  eats 
the  same  amount  whether  he  works  to-day  or  to-morrow. 
He  does  not  reduce  his  consumption  of  food,  but  he  defers 
the  other  pleasures  which  he  could  have  enjoyed  if  he  had 
not  labored.  Suppose,  for  example,  the  question  arises 
whether  he  shall  visit  some  of  his  friends  for  two  weeks 
this  year  or  remain  at  home  and  dig  a  ditch  which  will  so 
increase  the  produce  of  his  farm  that  he  can  next  year 
spare  three  weeks  for  a  visit.  The  thought  of  food  would 
not  enter  his  head.  The  only  question  would  be  whether 
a  visit  of  three  weeks  next  year  offers  a  greater  induce- 
ment than  a  visit  of  two  weeks  this  year;  and  he  decides 
to  wait,  because  he  can  in  this  way  increase  his  means  of 
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enjoyment.  Deferred  conBomption  does  not  necessitate  a 
stock  of  produce  where  the  producer  has  other  enjoyments 
than  the  consumption  of  material  commodities.  He  may 
defer  his  other  pleasures ;  and  thus,  without  increasing  his 
stock,  he  may  enjoy  the  increased  return  which  Nature 
gives  to  those  who  comply  with  her  conditions.  In  this 
manner,  all  the  improvements  which  augment  the  return 
for  labor  could  be  made  without  the  use  of  accumulated 
stock,  except  in  those  cases,  like  the  production  of  food, 
where  the  produce  comes  irregularly. 

For  a  person  who  does  not  save  for  himself,  the  motive 
for  working  to-day  instead  of  waiting  till  to-morrow  is 
very  different.  In  his  case,  the  necessity  of  an  accumu- 
lated stock  of  produce  arises  not  so  much  from  his  un- 
willingness to  defer  his  unexclusive  pleasures,  but  because 
he  has  no  other  pleasures  than  those  derived  from  the  con- 
sumption of  a  stock  of  produce.  If  he  had  other  pleas- 
ures, he  could  enjoy  them  without  a  stock  of  produce ;  but 
whoever  wishes  to  consume  a  stock  of  commodities  must 
first  have  the  stock  before  his  pleasures  can  begin.  A  sup- 
ply of  food  sufficient  for  many  days  can  be  consumed  in 
one  day  for  mere  pleasure,  or  all  labor  may  be  deferred 
till  the  whole  supply  is  exhausted.  In  either  case,  the 
consimier  becomes  dependent  on  some  one  who  has  accu- 
mulated a  stock ;  and  only  as  a  stock  is  accumulated  can 
such  a  class  of  laborers  exist  in  any  society  subsequent  to 
the  original  social  state  where  no  stock  was  needed. 

These  illustrations  show  that  no  accumulated  stock  of 
produce  is  needed  in  a  community  where  each  one  saves 
for  himself,  and  where  at  the  same  time  production  is  car- 
ried on  regularly,  the  produce  coming  in  without  inter- 
ruption. When  work  begins  in  the  morning,  there  may 
not  be  a  single  consimiable  commodity  in  the  town ;  but 
each  producer  relies  on  the  other  producers  to  furnish 
each  his  share.  There  may  be  no  bread,  but  the  bakers 
are  at  work ;  and  no  meat,  but  the  butchers  are  killing 


Digitized  by 


Google 


THE  FUNDAMENTAL  IDEA  OF  CAPITAL  199 

and  dressing  some  cattle ;  and  no  ooats,  but  the  tailors  are 
making  some ;  and  so,  through  the  whole  round,  each  one 
is  preparing  some  article,  and  by  night  there  will  be  the 
full  supply  of  consmnable  articles  on  hand  ready  for  con- 
sumption. Every  day  this  can  be  repeated,  and  produc- 
tion go  on  as  before.  Still,  such  a  community  uses  capital ; 
and  it  is  just  as  necessary  to  them  as  if  production  were 
irregular  and  an  accumulated  stock  of  produce  was 
needed,  even  if  they  do  consume  all  they  produce  as  soon 
as  it  is  ready  for  consumption.  Although  no  one  has 
accumulated  a  stock,  some  one  has  deferred  his  consump- 
tion by  working  instead  of  enjoying  his  unexclusive  pleas- 
ures ;  and  his  rights  are  as  yaUd  as  are  the  rights  of  those 
who  have  on  that  day  labored.  If  no  one  had  worked 
yesterday,  the  supply  of  consumable  commodities  would 
not  be  here  to-day,  at  least  not  in  so  great  a  quantity. 
The  workman  of  yesterday,  then,  or  he  to  whom  he  has 
transferred  his  rights,  must  have  his  claims  satisfied  as 
well  as  the  workman  of  to-day. 

It  is  usually  allowed  that  labor  expended  on  land  to 
improve  and  render  it  permanently  better  fit  for  tillage 
is  capital.  Since  Adam  Smith,  the  labor  expended  to  ele- 
vate and  educate  the  laborer  himself  is  denied  to  be  capital. 
But  this  is  without  good  reason,  and  important  truths 
are  thus  overlooked  and  neglected.  Labor  expended  be- 
forehand on  the  laborers  will  increase  the  produce  of  in- 
dustry just  as  much  as  the  labor  expended  in  making  ma- 
chines or  improving  the  land.  There  is  no  reason  why 
one  should  be  called  capital  and  the  other  not.  The  idea 
of  capital  is  not  correctly  apprehended,  unless  the  term 
*^  capital  ^'  is  applied  to  everything  on  which,  labor  being 
expended  before  the  produce  is  wanted,  the  return  will  be 
increased  beyond  what  it  would  be  if  the  same  labor  had 
been  exerted  contemporaneously.  For  excluding  the  ac- 
quired abilities  of  the  laborers,  the  reason  is  usually  as- 
signed that  by  including  them  we  confuse  the  problems 
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of  distributioii,  since  the  reward  of  the  laborer  depends 
on  laws  of  its  own,  distinct  from  that  of  capital.  This  is 
true ;  but,  for  the  same  reason,  capital  sunk  in  land  should 
be  also  excluded,  as  its  reward  depends  on  rent  and  not 
on  profits.  Capital,  as  the  term  is  used  in  distribution,  is 
a  much  more  limited  term  than  when  used  in  production ; 
and  only  confusion  can  arise  when  the  two  uses  of  the 
term  are  not  kept  distinct. 

It  is  the  problem  in  distribution  to  determine  how  the 
produce  of  industry,  commodities  capable  in  themselves 
of  giving  pleasure  and  satisfying  the  desires  of  the  con- 
sumers, is  to  be  divided  among  those  aiding  in  production. 
The  question  is.  Who  gets  the  produce  of  industry?  and 
not.  Who  gets  the  products?  If  any  factor,  for  instance 
the  capitalists,  should  continually  take  its  share  in  tools, 
machines,  and  other  products,  and  leave  the  produce  of 
industry  —  food,  clothing,  and  the  like — to  the  other 
factors,  the  capitalists  would  be  simply  working  for  noth- 
ing, the  products  being  constantly  turned  into  produce ; 
and  then  they  would  be  consumed  by  other  classes.  The 
produce  is  distributed  as  rent,  wages,  and  interest;  and 
the  capital  from  which  interest  is  derived  has  reference 
only  to  the  commodities  oonsimied  in  the  production  of 
the  produce  divided.  It  has  been  consumed  in  produc- 
tion, and  must  be  replaced  before  production  can  go  on. 

On  the  other  hand,  capital  in  production  must  have  an 
entirely  different  and  much  broader  meaning.  The  origi- 
nal factors  were  land  and  labor ;  and  subsequentiy  capital 
came  to  be  used,  because  labor  performed  before  the  prod- 
uce was  needed  gave  a  greater  return  than  labor  exerted 
at  the  time.  This  labor  could  be  exerted  in  three  differ- 
ent ways,  each  of  which  would  increase  the  produce  of 
industry, — in  improving  the  land,  in  enlarging  the  pro- 
ductive capacities  of  the  laborers,  and  in  manufacturing 
products,  such  as  tools,  which,  in  being  consumed,  assist 
in  production.    These  three  have  a  common  cause.    They 
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are  labor  exerted  beforehand  in  order  to  increase  the  prod- 
uce, and  hence  the  same  term  should  be  applied  to  them 
all ;  and  it  is  only  when  capital  is  used  in  this  sense  that 
land,  labor,  and  capital  have  a  distinct  meaning  in  pro- 
duction. 

What  were  the  original  qualities  of  any  soU  is  a  ques- 
tion of  little  importance.  Labor  has  added  many  qualities 
to  the  original  ones  possessed  by  the  best  lands  formerly 
in  use,  and  the  poor  lands  have  become  good  through 
the  qualities  obtained  by  the  increase  of  knowledge  and 
the  skilful  application  of  labor.  These  acquired  qualities, 
which  have  gradually  increased  the  productive  capacities 
of  the  soil,  are  as  permanent  in  their  effects  as  are  the 
original  ones  furnished  by  nature ;  and  it  does  not  require 
an  extra  expenditure  of  labor  to  preserve  what  the  labor 
of  the  past  has  done  to  aid  the  labor  of  the  present.  Each 
generation  finds  the  land  in  a  better  condition  than  its 
predecessors  found  it,  and  can  obtain  a  greater  produce 
with  less  proportional  labor. 

This  is  not  all  the  labor  of  the  past  has  done  for 
the  present  generation.  Besides  improving  the  land,  it 
has  also  added  to  the  productive  capacities  of  the  labor- 
ers themselves.  Those  qualities  which  our  ancestors 
acquired  with  much  labor  have  been  transmitted  to  us, 
and  our  organisms  have  become  so  modified  that  we  can 
perform  the  acts  necessary  in  civilized  life  with  less  labor 
than  our  forefathers.  The  children  of  a  spinner,  a  mer- 
chant, or  a  former  inherit  the  qualities  necessary  to  the 
successful  performance  of  the  labor  of  their  callings ;  and, 
when  the  father  retires,  the  son  can  do  his  work  with  less 
labor.  There  is  also  an  increasing  stock  of  free  knowl- 
edge which  descends  from  one  age  to  another.  Without 
any  cost,  we  acquire  much  the  greater  part  of  the  skill 
and  knowledge  of  our  fathers.  Children  see  and  hear 
what  is  going  on  around  them,  and  learn  how  to  preserve 
health,  to  avoid  evils,  and  also  to  obtain  a  large  part  of  the 
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knowledge  necessary  for  following  any  trade  or  profession 
without  the  expenditure  of  labor  by  any  one.  Even  the 
labor  of  teaching  reading  and  writing,  or  any  other  ac- 
quirement the  labor  of  which  must  be  repeated  for  every 
generation,  becomes  easier  to  each  succeeding  age,  since 
children  of  the  educated  acquire  knowledge  more  readily 
than  do  those  of  the  ignorant. 

Nor  is  it  only  in  the  acquired  qualities  increasing  the 
productive  capacity  of  man  that  the  labor  of  the  past  has 
brought  about  a  better  adjustment  of  man  to  his  environ- 
ments. The  pleasures  and  wants  of  the  original  man  were 
few  and  simple,  since  he  only  desired  to  have  his  passions 
and  appetites  satisfied.  He  required  only  one  kind  of  food, 
such  as  flesh,  wheat,  or  rice ;  and  all  Ids  pleasures  being 
physical,  whose  enjoyment  excludes  the  mutual  enjoyment 
of  others,  he  demanded  for  consumption  only  those  articles 
of  which  the  soil  can  produce  but  small  quantities.  As 
soon,  however,  as  the  results  of  education  so  add  to  the 
original  qualities  possessed  by  man  that  he  willingly  con- 
forms more  to  the  external  conditions  about  him,  he  ob- 
tains from  nature  more  liberal  rewards  for  his  efforts,  his 
wants  being  less  exclusive  in  their  enjoyment  and  more 
varied  in  their  kind.  The  more  the  acquired  qualities  of 
man  enable  him  to  enjoy  all  the  pleasures  that  nature 
offers,  the  less  exertion  does  nature  require  for  their  pro- 
duction. A  field  devoted  alternately  to  several  crops,  such 
as  wheat,  rye,  oats,  and  grass,  will  yield  a  much  greater 
quantity  of  food  than  it  will  when  used  only  for  the  pro- 
duction of  any  one  kind.  At  the  same  time,  by  a  rotation 
of  crops  the  labor  on  the  land  is  reduced.  A  series  of 
crops  keeps  the  soil  porous  and  mellow,  while  the  loss  of 
productive  qualities  caused  by  the  cultivation  of  some  one 
crop  increases  the  labor  of  preparing  the  soil.  By  a  change 
of  crops,  also,  weeds  and  destructive  insects  are  excluded, 
or  the  labor  of  destroying  them  much  reduced,  since  most 
of  them  have  some  one  crop  which  they  accompany,  and 
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cannot  surviye  if  this  crop  is  produced  only  once  in  a 
series  of  years.  In  these  various  ways,  an  ever-increasing 
proportional  return  for  labor  is  obtained.  The  world 
becomes  better  fitted  for  men  as  men  adjust  themselves 
more  fully  to  the  conditions  of  nature. 

From  the  preceding  considerations^  it  will  readily  be 
seen  that  there  are  two  distinct  social  states  which  must 
be  kept  distinct  in  thought.  In  one  of  these,  the  factors 
of  production  are  the  original  man,  the  indestructible 
qualities  of  the  soil,  and  a  stock  of  perishable  commodities. 
Nature  cannot  support  many  people  in  this  state,  and  to 
them  the  law  of  diminishing  returns  is  doubtless  true.  It 
is  this  state,  where  capital  includes  only  commodities 
requiring  constant  renewal,  that  economisto  always  have 
in  mind  when  they  seek  to  establish  the  now  prevalent 
doctrines  of  land  and  population.  But  in  a  more  highly 
civilized  state  the  above-mentioned  factors  of  production 
are  no  longer  the  sole  causes  of  the  increase  of  produce. 
They  are  supplemented  by  an  ever-increasing  stock  of 
labor  accumulated  both  in  man  and  land,  differing  from 
a  stock  of  commodities  in  that  it  does  not  perish,  but  is 
ever  present,  not  only  to  reduce  the  work  of  man,  but 
also  to  increase  his  means  of  enjoyment. 

SiMOK  N.  Pattbk. 

UmVKBSITT  or  PsmrSTLVARIA. 
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Yaluablb  material  for  more  thorough  stady  of  the  Phydo- 
cratio  writers  is  being  brought  to  light.  In  addition  to  Messrs. 
Baer's  exhaustive  edition  of  Quesnay's  works,  we  shall  soon 
have  the  Physiocratic  correspondence  of  Charles  Frederic, 
Margrave  of  Baden.  The  DtuUche  ZUeroHtreeitung  states 
that  Professor  Knies,  who  is  editing  the  correspondence, 
expects  to  publish  it  in  the  course  of  1889.  The  publication 
will  embrace  not  only  letters,  but  various  theoretic  disquisi- 
tions by  Mirabeau  and  Dupont  de  Nemours.  No  doubt  we 
shall  get  further  light  on  Charles  Frederic's  curious  attempts 
to  put  the  Physiocratic  ideas  into  practice  in  his  dominion. 


Thb  Journal  des  ikonomisUa  for  November  gives  the  text 
of  the  proposed  law  for  a  general  tax  upon  incomes  presented 
by  M.  Peytral,  the  French  Minister  of  Finance.  It  is  hardly 
probable  that  this  plan  will  ever  pass  into  legislation,  but  it 
marks  a  stage  in  the  present  struggle  for  more  revenue  and 
for  revenue  at  the  cost  of  the  well-to-do  classes. 

The  chief  characteristics  of  the  proposition  are  these :  — 

It  proposes  to  make  the  distinction,  so  often  discussed,  be- 
tween temporary  or  uncertain  incomes  and  those  which  are 
fixed,  by  taxing  professional,  industrial,  and  commercial  in- 
comes at  one-half  the  rate  at  which  fixed  incomes  from  invest- 
ments are  taxed. 

It  proposes  to  tax  for  the  first  time  the  income  from  rerUe8^ 
which  in  France  has  been  treated  as  beyond  the  reach  of  the 
State  except  by  a  breach  of  faith ;  and  it  also  makes  the  in- 
come tax  cumulative  with  the  three  per  cent,  tax  laid  in  1872 
upon  certain  large  classes  of  personal  securities. 

It  proposes  to  strike,  as  far  as  possible,  the  sources  from 
which  income  is  derived,  instead  of  collecting  from  the  recip- 
ient of  the  income,  following  in  this  respect  the  English  law ; 
but  it  also  proposes  to  rely  upon  the  system  of  personal  deda- 
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rations  of  general  income,  hitherto  supposed  to  be  completely 
at  Tariance  with  the  French  character  as  well  as  with  the 
French  practice. 

The  rate  proposed  is  but  one-half  of  one  per  cent,  on  profes- 
sional and  business  incomes  and  one  per  cent,  on  incomes  from 
property  and  investments ;  but,  in  the  mind  of  the  framer  of 
the  proposition,  the  rates  now  proposed  are  probably  of  little 
consequence  in  comparison  with  the  establishment  of  the  sys- 
tem in  working  order  as  a  familiar  part  of  the  French  admin- 
istration. 

Thb  English  Oold  and  Silver  Commission  has  divided 
equally  on  the  subject  of  bimetallism,  as  the  previously  formed 
opinions  of  most  of  the  members  indicated ;  and  it  seems  un- 
likely, therefore,  that  the  investigation  will  have  any  practical 
effect  on  the  general  monetary  question.  It  is  not  improbable, 
however,  that  it  may  hasten  the  introduction  of  some  substi- 
tute for  the  small  circulation  now  supplied  in  England  by  the 
half-sovereigns.  Nearly  all  of  the  conmiissioners,  both  oppo- 
nents and  friends  of  the  double  standard,  joined  in  recommend- 
ing the  issue  of  ten  and  twenty  shilling  notes,  payable  in  silver, 
and  the  withdrawal  of  the  smaU  gold,  the  bad  condition  of 
which  was  noticed  in  this  Journal  for  January,  1887  (p.  226). 
To  such  an  issue  of  sUver  notes,  an  objection  of  some  weight 
is  made, —  that  Scotland  and  Ireland  have  already  in  use 
twenty  shilling  gold  notes,  and  that  confusion  and  mistake 
would  be  likely  to  arise  from  the  issue  of  notes  for  common 
use  similar  in  denomination,  but  redeemable  in  a  different 
metal.  The  alternative  suggestion  favored  by  the  Economist 
is  the  withdrawal  of  the  half-sovereigns,  the  coinage  of  more 
silver  of  existing  denominations,  and  the  introduction  of  one- 
pound  notes,  payable  in  gold. 

The  introduction  of  Bank  of  England  notes  smaller  than 
those  now  in  use  seems,  in  fact,  to  be  not  far  off.  The  five- 
pound  note,  as  a  part  of  the  working  currency,  is  more  and 
more  complained  of  as  ineffective;  and  it  is  interesting  to 
observe  that  its  diminished  importance  is  ascribed  to  the 
increased  efficiency  of  deposit  banking.  So  great  a  proportion 
even  of   comparatively  small   payments  are  now  made  by 
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check  that  the  five-poand  note  has  no  indispensable  function . 
Below  the  five-pound  line,  however,  there  is  an  increasing 
multitude  of  transactions  too  minute  to  be  settled  by  check, 
which  strengthens  the  demand  for  a  more  convenient  medium 
in  smaU  denominations. 

Thb  publication  of  the  concluding  volume  of  the  ninth  edi- 
tion of  the  EncydopcBdia  Britannica  will  doubtless  suggest  a 
comparison  of  the  new  edition  with  its  predecessor  from  many 
points  of  view;  but  in  no  department  can  a  greater  change 
have  been  made  than  in  the  political  economy  of  this  vast 
work.  The  economic  revolution  is,  in  fact,  pretty  well  de- 
scribed by  saying  that  it  b  from  J.  R.  McCulloch  in  the  eighth 
edition  to  J.  K.  Ingram  in  the  ninth. 

The  eighth  edition  brought  forward  Ricardo's  essay  on  the 
Funding  System  and  Malthus's  article  on  Population  (both 
given  in  the  supplement  of  1824),  and  the  Economists  were 
discussed  by  the  elder  Mill ;  but,  after  this  safe  delegation  of 
topics,  Mr.  McCulloch  still  held  the  main  part  of  the  field  as 
his  own.  The  articles  written  by  him  on  Political  Economy 
and  Money  (including  Banking)  were  treatbes ;  those  on  Com 
Laws,  Precious  Metals,  and  Taxation  were  considerable 
essays ;  and  when,  in  addition,  he  covered  Wages  and  Adam 
Smith,  there  was  little  more  to  be  said.  The  treatment  of  the 
whole  subject  in  that  edition  was  thus  in  severely  conservative 
hands,  and  represents  the  English  school  in  the  strictest  sense. 
The  younger  Mill  does  not  appear  among  the  writers  on  this 
subject,  and  Senior  had  treated  it  in  the  Encydopcsdia  Me- 
tropoHtana  in  a  way  not  in  close  accord  with  McCulloch's. 

Dr.  Ingram  cleared  his  way,  as  it  were,  by  writing  for  the 
ninth  edition  a  short  biographical  notice  of  his  predecessor, — 
there  can  hardly  be  a  doubt  as  to  the  meaning  of  the  initials 
^^  J.  K.  I.,"  subscribed  to  the  article  on  McCulloch, —  pronounc- 
ing a  eulogy  which  is  chiefly  remarkable  for  its  great  sobri- 
ety. He  then  set  the  keynote  by  his  own  article  on  Political 
Economy,  which  has  since  been  published  independently,  and 
has  made  a  deep  impression  as  an  exposition  from  the  new 
school.  McCulloch's  other  treatise  was  replaced  by  Professor 
Bastable's  article    on  Money  and  Mr.  Leonard  Courtney's 
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on  Banking;  Population  as  an  economic  topic  nearly  disap- 
peared; Taxation  and  Wages  were  assigned  to  Professor 
Nicholson  of  Edinburgh,  Free  Trade  to  Professor  Thorold 
Rogers,  Socialism  to  Mr.  T.  Eirkup,  and  Adam  Smith  was  of 
necessity  treated  by  Dr.  Ingram  himself.  Historical  perspec- 
tive, no  doubt,  required  that  Ricardo's  essay  on  the  Sinking 
Fund  should  be  dropped,  and  in  its  place  appeared  an  article 
on  National  Debt  by  Mr.  J.  Scott  Keltic. 

The  writers  in  this  new  list  are  not  distinctly  of  one  school, 
as  were  those  in  the  old  one.  Still,  the  predominating  influ- 
ence has  clearly  moved  from  the  extreme  right  wing,  and  is 
now  to  be  found  well  over  upon  the  left.  There  would  be 
little  risk  in  predicting  a  return  at  least  to  the  centre,  when 
Dr.  Ingram's  successor  makes  a  new  distribution  of  the  topics 
for  fresh  discussion  in  the  tenth  edition, —  say  in  a.d.  1918. 


At  the  twenty-first  annual  Trades-union  Congress,  held  at 
Bradford,  Englimd,  in  September  last,  there  was  some  discus- 
sion of  the  agitation  for  an  eight-hours  working-day,  and  more 
particularly  of  the  desirability  of  securing  it  by  legislation. 
The  Parliamentary  Conmiittee  had  sent  out  circulars,  asking 
for  an  expression  of  opinion  on  the  latter  point.  The  answers 
to  these  inquiries  came  in  some  cases  from  individuals,  in  other 
cases  from  unions  en  bloc.  Of  the  answers  from  individuals, 
about  17,000  were  in  favor  of  legislation  for  an  eight-hours 
day,  and  7,400  were  against  such  legislation.  But,  of  the 
unions  answering,  only  ten  were  in  favor  of  an  eight-hours 
bill,  and  eleven  were  against  it.  Moreover,  the  eleven  in  the 
negative  had  more  than  twice  as  many  members  as  the  ten 
in  the  affirmative.  Of  five  "  trades  councils,"  two  were  for  a 
bill,  three  were  against.  It  also  appeared  that  only  a  ^^  very 
small"  proportion  of  those  to  whom  these  inquiries  were 
directed  answered  at  aU,  which  indicates  much  lack  of  interest 
in  the  whole  movement.  The  Committee  recommended  that 
the  Congress  should  either  let  the  matter  drop  or  order 
another  inquiry :  the  latter  course  was  adopted. 

A  resolution  on  land  reform  was  adopted,  very  like  that  of 
the  previous  year,  advocating  taxation  of  ground  rents  and 
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nationalization  of  land ;  in  fact,  declaring  in  terms  **  that  no 
real  and  satisfactorj  settlement  can  be  effected  until  the  whole 
of  the  land  of  the  United  Kingdom  has  been  restored  to  the 
people."  This  was  carried  by  a  vote  of  sixty-six  to  five. 
Another  resolution,  adopted  unanimously,  called  for  <^more 
extended  compulsory  powers  to  local  authorities  to  acquire 
land  for  small  holdings." 


A  TYPICAL  FRENCH  FARM. 

In  the  August  number  of  the  Journal  de  la  SociStS  de 
SUUisHque  de  PariSj  M.  Adolphe  Coste  has  presented  an 
ingenious  statement  of  the  average  results  of  the  French 
agricultural  survey  of  1882.  He  has  assumed  as  the  type  of 
French  agriculture  a  farm  of  100  hectares,  throwing  aside  the 
market  gardens,  vineyards,  and  other  properties  which  are  too 
small  to  be  worked  in  real  independence,  and  coming  at  once 
to  a  type  large  enough  to  represent  a  self-supporting  agricult- 
ure,—  the  Msine  ruraley  where  com  and  meat  are  produced  in 
competition  with  the  com  and  meat  of  other  countries.  The 
class  of  farms  actually  in  view  comprises  487,957  properties, 
containing  30,641,459  hectares,  giving  an  average  of  about 
70  hectares  each;  but,  for  convenience  of  comparison,  M. 
Coste  prefers  to  take  the  round  number  100,  which  greatly 
facilitates  the  application  of  his  results. 

Taking,  then,  the  acreage  of  the  principal  products  and 
grouping  those  which  are  closely  related,  he  finds  that  to 
represent  the  distribution  of  French  agriculture  his  typical 
100  hectares  would  have  to  be  allotted  as  follows:  — 


OardeiiB,  yard8»  bnildiogi  1      Brought  forwc^rd M 

Wheat 88   Peas  and  beans 1 

Rye 6   Forage IS 

Oats 16   FaUow IS 

Barley 8  — 

Industrial    prodaots   (sagar   beets,         Cultlyated 82 

oolza,  flax,  hemp,  etc.) 2   Grass  lands 16 

Potatoes 4   Pasture 8 

Root  crops 2  — 

-  100 

60 

In  this  distribution,  M.  Coste  finds  a  curious  proof  of  the 
continued  existence  of  two  methods  of  rotation  in  almost 
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equally  eztensiTe  use.    The  old  three  years'  rotation  would 
divide  81  hectares  as  follows:  — 

Corn    .    .    S7  Cats    .    .   S7  Fallow    .    .    37 

The  four  years'  rotation  would  divide  the  same  land  be- 
tweeU) — 

Co».»i         rSSS;.!^}*^         Ort^aoi         Forage.  »i 

Or^  if  the  two  methods  are  equally  in  use,  81  hectares  would 
be  allotted  to, — 

Oom,S8|      Oata,S8|      Boots,  6^      Forage,  15^      Fallow,  13| 

The  actual  allotment  appears  to  correspond  closely  to  this 
mean,  as  follows:  — 

WbeatL       with)         Data,  with)  Roots,      ) 

oola,flaz,  ] 


.        .poaaStf     rye      aadSM       potfttoes.    IT      Forage,  18      Fallow,  13 

and  beans,         )         barley,      )  sugar  beets,) 

The  returns  of  live  stock,  reducing  all  varieties  to  standard 
types,  would  show  the  100  hectares  to  be  provided  with 
animals  in  number  and  weight  as  follows:  — 

7  worktng  horses,               weighing  8^80  kilog. 

6  working  cattie,  '•  3,748 

Ibnll,  "  870 

38  oows,  7,380 

14  young  animals,  ^  1388 

08  sheep,  1,884 

38  lambs,  *•  604 

18  swine,  «*  1340 

10381  kilog. 

This  live  weight  of  196  kilos  per  hectare  is  brought  forward 
in  order  to  show  how  far  France  is  from  that  good  state  of 
cultivation  which  high  authority  finds  represented  by  a  live 
weight  of  500  kilos  per  hectare,  and  as  confirming  the  belief 
that  the  rotation  with  faUows  in  the  third  year  is  still  widely 
practised.  The  large  proportion  which  working  animals  bear 
to  the  whole  of  the  stock  is  also  remarked  upon  as  in  part 
the  result  of  uneconomical  methods,  in  part  of  the  scattered 
position  of  the  parcels  which  often  make  up  a  property,  and 
in  part  of  the  imperfect  railway  communication  in  a  large  part 
of  rural  France. 
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The  persons  occupied  in  working  this  typical  farm  and  their 

wages  are  estimated  thus :  — 

Wagm, 

Fanner  and  his  wife .     

Laborers,          8  at  825  ft. 975  fr. 

Herdsman,        1 900 

Shepherd,          l 200 

Fern,  serrant,   1 285 

Day  laborers,   4  at  2.22  fr.  126  days 1,110 

"Saifr.  125    *^          1,555 

12  persons  4,865  fr. 

The  value  of  the  farm  and  of  the  capital  employed  upon  it 
is  examined  at  some  length  by  M.  Coste,  with  the  following 
result : — 

Farm  property :  — 

Arable  land,  worth  182,000  fr. 

Grass  land  and  pasture,  **  45,000 

Buildings,  **  26,000         208,000  fr. 

Ci^ital  employed :  — 

Workixig  animals,  worth  6,102  ft-. 

Other  Uye  stock,  •*  0,687 

Machinery,  tools,  carts,  etc.,  **  6.600 

Other  furnishing.  "  2,000 

Adyances  for  seea,  wages,  and  board  for  8  persons,      4,711  20,000 

Total 282,000  fr. 

The  rent,  as  calculated  from  the  returns,  would  be  5,541 
francs,  or  a  trifle  less  than  2|  per  cent,  of  the  value  of  the 
farm  property.  The  pecuniary  results  of  a  year's  operations 
are  investigated  with  great  minuteness  by  the  help  of  the 
minute  statements  as  to  products  contained  in  the  official 
returns;  but  this  part  of  the  inquiry  is  open  to  so  much 
question  that  we  shall  only  present  a  summary,  in  which  the 
results  for  1885  are  compared  with  those  for  1882,  contrasting 
a  bad  year  with  a  good  one,  as  giving  a  measure  of  the  diffi- 
culties under  which  French  agriculture  now  labors :  — 

Beceipts  for  1882.                              1885. 

Vegetable  products    ....  12,673  fr.                        10,874  fr. 

Animal  products 0,845         22,418  fr.         0,705         20,078  fr. 

Expenses  for 

Rent 5,641  fr. 

Wages 4,865 

Board  of  8  persons     ....  2,920 

Seed 1,861 

Depreciation  and  loss    .    .    .  1,389 

Mechanics,  etc 924         17,000                             17,000  fr. 

Balance 5,418  fr.  8,079  fr. 

From  this  balance  is  to  come  the  reward  for  the  personal 
service  of  the  farmer  and  his  wife  and  the  return  on  the 
capital  employed  upon  the  farm,  amounting  to  29,000  francs, 
as  stated  above. 
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SAVINGS  BANK  DIVIDENDS. 

The  changes  in  the  eaming-power  of  well-inyested  capital 
in  the  last  half-centuiy  are  illustrated  in  a  striking  manner  by 
the  figures  which  we  present  below,  from  the  returns  of  three 
of  the  oldest  Massachusetts  Savings  Banks.  The  Provident 
Institution  for  Savings  and  the  Suffolk  Savings  Bank,  to- 
gether holding  more  than  $48,000,000  of  deposits,  are  the  two 
largest  and  oldest  savings  institutions  in  Boston  proper.  The 
Lowell  Institution  for  Savings  has  an  especial  interest  from  its 
position  in  a  manufacturing  city.  All  three  may  be  taken  as 
representing  a  class  of  trustees  who  wish  to  invest  safely  and 
yet  profitably  for  the  owners  of  the  funds  in  their  charge, 
—  taking  no  commercial  risks,  holding  the  principal  always 
within  easy  reach,  and  giving  to  depositors  the  benefit  of  the 
soundest  judgment  and  most  skilled  management  attainable. 

In  the  following  statement  of  dividends  made  to  depositors 
by  the  Provident  Institution  and  the  Suffolk  Savings  Bank  for 
fifty  years,  it  is  to  be  noted  that  extra  dividends  are  averaged 
over  the  years  in  which  they  were  earned,  and  that  the  divi- 
dends have  come  to  the  depositor  free  from  taxation  in  his 
hands:  — 


18» 

4. 

*T^ 

Providmt  a%^Mk. 
1808          8.             7. 

1878           6.              0.20 

IMO 

4. 

0.42 

1807 

7, 

1874 

6. 

0.20 

1841 

4. 

0.48 

1868 

7, 

1870 

6. 

020 

184S 

7.80 

0.48 

1800 

7, 

1876 

6. 

0.20 

1848 

7.80 

0.48 

1800 

7, 

1877 

0. 

4.70 

1844 

7J0 

0.48 

1861 

7. 

1878 

4. 

4. 

1846 

7.80 

0.48 

1863 

8. 

7, 

1870 

4. 

4. 

1846 

7.80 

048 

1868 

8. 

8. 

1880 

4. 

4. 

1847 

8. 

0.48 

1864 

8. 

8. 

188t 

8. 

4. 

1848 

8. 

1865 

8. 

8. 

1882 

8. 

4. 

1849 

8. 

1866 

8. 

8. 

1883 

8.00 

4. 

1850 

8. 

1867 

0.60 

8. 

1884 

8. 

3U(0 

1851 

8. 

1868 

6.00 

6.00 

1880 

8.00 

8JM> 

1802 

8. 

1869 

6.60 

7. 

1886 

8.50 

8.50 

1808 

8. 

1870 

6.60 

7. 

1887 

8.00 

ZJ» 

1804 

8. 

1871 

6.60 

7. 

1888 

4. 

4. 

1800 

8. 

1873 

6. 

7. 

Amount  of  depositi ,  1888, 

$2,006,821.00 

•l<Sr942.00 

** 

««           (( 

1888, 

27,048,641.00 

90,700,262.00 

raU,00  7ean, 

6.S40 

0.022 

(1 

«« 

*•     last  90 

yemn, 

4.69 

4.787 

The  LoweU  Institution  for  Savings  has  published  a  statement 
showing  the  growth  of  its  deposits  from  1829  to  1885,  when 
its  deposits  were  $3,504,392.    It  gives  a  table  showing  the 
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valae  of  $100  deposited  in  1829,  at  intervals  of  five  years, 
from  which  may  be  deduced  the  rates  of  interest,  compounded 
semi-annually,  as  follows:  — 


1885 

^•1?^4""- 

7— 

1840 

188.82 

6 

1845 

942.72 

5 

1860 

820.21 

e- 

1865 

460.64 

^ 

1800 

618.76 

6| 

1865 

876.46 

r 

1870 

1,224.11 

7— 

1875 

1,671.34 

6+ 

1880 

2,089.68 

4 

1885 

2,479.42 

4 

THE  TARIFF  LITERATURE  OF  THE  CAMPAIGN.* 

The  campaign  has  brought  forth,  as  was  to  be  expected, 
a  considerable  crop  of  books  and  pamphlets  on  the  question 
of  protection.  Of  these,  the  most  pretentious  is  Mr.  Thomp- 
son's BUtory  of  Protective  Tariff  Laws^  a  stout  volume  of 
five  hundred  pages,  with  large  print,  heavy  paper,  decorated 
binding,  and  divers  prettily  colored  charts.  Its  exterior  is 
characteristic  of  the  class  to  which  the  book  seems  to  belong, 
—  the  memoirs  and  histories  which  enterprising  publishers 
contract  for  with  men  in  public  life,  and  which  are  expected 
to  sell  less  on  the  score  of  intrinsic  merit  than  by  virtue  of  the 
author's  name  and  a  flurry  of  interest  in  the  subject.  A  seri- 
ous contribution  to  historical  or  economic  knowledge  is  not  to 

•(1)  Th€  SUiory  qf  ProUetim  Tar^  Law$,  By  R.  W.  Thompson,  ex-8eore- 
tary  of  the  Natj.    Chicago :  R.  S.  Peale  St  Ck>.    pp.  526. 

(2)  Twmty4wo  Yeaun  <tf  ProteeHon,  By  Henry  V.  Poor.  New  York:  H.  V.  A 
H.  W.  Poor,    pp.222. 

(8)  l8  Protection  a  Ben^f  A  Pisa  for  the  Negative,  By  Edward  Taylor. 
Chicago:  A.  C.  McClurg  &  Co.    pp.  274. 

(4)  The  Twiiff  and  Ua  EvUe.  By  John  H.  Allen.  New  York:  O.  P.  Putnam's 
Sons.    [Qaeetlons  of  the  Day,  No.  63.]    pp.  180. 

(ff)  Beloitkmqfthe  Tariff  to  Woffea.  A  Simple  Catechism  for  those  who  de- 
sire to  understand  this  Matter.  By  Dayid  A.  Wells.  New  York :  O.  P.  Pntnam's 
Sons.    [Qaestions  of  the  Day,  No.  M.]    pp.  45. 

(6)  Tariff  and  Wages.  By  George  W.  Elliott.  Bnflalo:  Moolton,  Wenbome 
dkCo.    pp.112. 

(7)  The  Some  Market  and  the  Federal  Surplue.  By  Carman  F.  Randolph. 
New  York.    pp.  63. 

(8)  True  or  False  Finance:  The  lesue  of  1888.  By  a  Tax-payer.  New  York: 
O.  P.  Putnam's  Sons.    [Qaestions  of  the  Day,  No.  65.]   pp.41. 

(9)  The  KatUmal  Bevenuee.  A  Collection  of  Papers  by  American  Economists. 
Edited  by  Albert  Shaw.    Chicago:  A.  C.  McClurg  &  Co.    pp.  246. 
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be  looked  for  in  a  publication  of  this  sort.  Mr.  Thompson, 
indeed,  warns  the  reader  in  his  preface  that  he  means  to 
provide  no  very  unusual  information ;  and  his  historical  mat- 
ter is  derived  mainly  from  the  standard  histories  and  occap 
sional  dippings  into  the  Congressional  debates.  There  is  a 
curious  lack  of  proportion  in  the  narrative,  such  as  it  is. 
The  first  tariff  act  and  the  debates  of  1789  get  half  a  dozen 
chapters,  made  up  largely  of  quotations  from  various  states- 
men, and  the  events  of  1832-88  get  nearly  a  dozen;  yet  there 
b  not  a  word  on  the  history  of  tariff  legislation  after  1860. 
Of  investigation  of  economic  history  there  b  no  trace.  In 
fact,  there  is  an  absence  of  specific  information  so  marked  that 
it  might  be  supposed  to  be  intentional.  The  rate  of  duty  on 
hardly  any  article  in  any  tariff  act  could  be  learned  from  this 
history  of  the  tariff.  Mr.  Thompson's  bias  is  openly,  almost 
naively,  for  protection ;  and  England's  hostile  policy,  the  Cob- 
den  Club,  the  home  market,  the  constitutional  question,  and 
other  matters  not  of  an  historical  sort,  are  given  much  space 
m  the  volume.  The  charts  seem  to  have  been  thrown  in  at 
a  venture,  and  have  nothing  to  do  with  the  text  and  little 
with  the  general  subject. 

Not  unlike  Mr.  Thompson's  book  is  Mr.  Henry  V.  Poor's 
TumUy-two  Years  of  Protection^  of  which  the  title  is  a  mis- 
nomer. Mr.  Poor  begins  with  Sir  Josiah  Child  and  the 
colonial  system,  gives  some  information  (which  has  a  very 
familiar  ring)  on  Parliamentary  regulation  of  colonial  indus- 
tries, plods  on  through  our  tariff  history,  and  finally  has  only 
a  quarter  of  his  space  left  for  the  period  since  1865.  There 
is  no  pretence  of  original  investigation.  The  temper  of  the 
volume  may  be  inferred  from  the  following  extract,  which 
introduces  the  history  of  tariff  legislation  during  and  after  the 
civil  war, —  or,  as  Mr.  Poor  puts  it,  "the  Restoration  of  the 
Work  of  the  Fathers."  Mr.  Poor  tells  us  that  "  no  sooner  did 
the  North,  by  the  election  of  Mr.  Lincoln  and  the  secession  of 
great  numbers  of  Southern  members  of  Congress,  become  a 
nation  free  to  act  on  her  own  impulses,  than  her  first  work 
was  to  restore  the  work  of  the  Fathers, —  the  Tariff,  Banks, 
Internal  Improvements !  How  grateful  to  breathe  once  more 
the  free  air  of  the  early  Republic ;  again  to  invoke  the  exam- 
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pie  and  oompanionBhip  of  Washington,  Hamilton,  Madison, 
Monroe,"  and  so  on  I  The  latter  part  of  the  compilation  is 
devoted  chiefly  to  statistics  on  railroads,  on  the  production  of 
iron,  savings  banks,  wages,  and  the  like.  All  the  progress  of 
the  country  in  these  various  matters  is  ascribed,  in  good  cam- 
paign fashion,  to  the  protective  tariff.  An  appendix  gives 
several  statistical  tables,  chiefly  on  railroads,  which  are  re- 
printed from  the  author's  Railroad  Manual^  and  may  be  of 
service  for  other  than  tariff  discussion  to  such  as  have  not 
the  Manfiol  at  hand. 

Mr.  Taylor's  Is  Protection  a  Benefit  f  has  a  more  scholarly 
tone  and  a  less  sketchy  and  haphazard  character  than  the 
books  just  noticed;  but,  like  them,  it  is  a  plea,  and  not  an 
investigation.  Mr.  Taylor  is  an  uncompromising  free  trader, 
can  see  nothing  that  is  of  weight  in  the  arguments  of  the  other 
side,  and,  in  his  eagerness  to  meet  them,  does  not  keep  clear 
of  slips  and  inconsistencies  of  his  own.  In  some  places,  he 
reasons  as  if  duties  brought  permanent  high  profits  in  the  pro- 
tected industries;  yet,  elsewhere,  he  says  that  any  excessive 
profits  are  likely  soon  to  disappear.  The  effect  of  duties  on 
wages  is  not  treated  with  much  depth,  and  we  meet  once  more 
with  that  unsatisfactory  attempt  to  refute  the  tariff-and-wages 
argument  which  rests  on  the  alleged  fact  that  wages  are  lower 
in  protected  than  in  unprotected  industries.  The  effect  of 
duties  on  the  prices  of  the  protected  articles  is  discussed  with 
reason  and  temper,  yet,  after  all,  with  no  hint  that  this  line  of 
reasoning  is  only  a  statement  in  another  form  of  the  familiar 
young  industries  argument.  We  have,  again,  too  much  of 
that  sweeping  sort  of  statement  which  declares  protection  to 
be  "  robbery,"  and  says  that  "  gravitation  governs  the  material 
world  no  more  harmoniously  than  the  natural  laws  of  trade 
govern  all  exchange."  Loose  talk  of  this  kind  has  often  stood 
in  the  way  of  general  acceptance  of  liberal  principles  as  to 
international  trade. 

It  is  but  fair  to  add  that  Mr.  Taylor's  book  contains  good 
brief  sketches  of  tariff  history  in  England  and  in  this  country, 
and  shows  good  acquaintance  with  the  facts  of  the  present 
situation.  Even  here,  however,  we  miss  thorough  discussion 
of  particular  duties  or  particular  industries,  and  meet  with 
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oocasioDal  dips ;  as,  for  instance,  in  the  assertion  that  all  pig 
iron  made  in  the  United  States  is  raised  in  price  by  the  fall 
amount  of  the  duty.  Mr.  Taylor's  style  is  fluent,  vigorous, 
and  clear,  and  his  book  may  be  commended  for  what  it  sets 
out  to  be, — a  plea.  It  is  a  well-arranged  statement  of  about 
all  the  popular  arguments  that  have  been  advanced  on  his 
side  of  the  question. 

Mr.  Allen,  in  The  Tariff  and  its  EviU^  discusses  the  subject 
in  the  same  temper  and  from  the  same  point  of  view  as  Mr. 
Taylor,  but  less  completely  and,  on  the  whole,  less  successfully. 
"The  true  —  the  only  —  function  of  government,"  we  are  told, 
"  when  narrowed  down,  is  merely  an  intelligent  dealing  with 
natural  conditions.'^  This  may  be  so,  or  may  not.  Much 
depends  on  what  "  natural "  means ;  but  the  principle  of  inter- 
national free  trade  gets  little  support  from  such  uncertain 
generalizations.  When  Mr.  Allen  comes  closer  to  the  subject, 
his  discussion  becomes  more  solid,  though  still,  as  to  history 
and  facts,  rather  inconclusive.  There  are  remarks  which  are 
just,  if  not  fresh,  on  the  advantages  of  commerce  and  the 
benefits  arising  from  free  exchange  of  the  products  of  a  divi- 
sion of  labor.  But  we  find  once  again  the  familiar  comparison 
of  the  growth  of  the  United  States  in  the  decades  1850-60  and 
1870-80,  and  the  attempt  to  prove  that  greater  prosperity 
existed  during  the  former  period,  and  was  due  to  lower  duties. 
In  all  such  discussions,  the  data  are  insufficient ;  census  returns, 
though  "official,"  are  generally  incomplete,  and  at  best  are 
far  from  telling  the  whole  story;  even  the  most  accurate  of 
figures,  if  we  had  them,  could  not  tell  us  what  part  the  tariff 
played  in  promoting  or  retarding  progress.  Mr.  Allen's  at- 
tempt to  contrast  the  accumulation  of  wealth  in  England  and 
in  the  United  States  is  of  the  same  unsatisfactory  sort.  The 
best  chapters  of  his  book  are  concerned  with  the  shipping 
question,  which  is  given  disproportionate  space,  but  is  handled 
with  vigor  and  knowledge. 

Among  the  briefer  publications,  Mr.  Wells's  catechism  on 
T?i$  RdaHon  of  the  Tariff  to  Wages  sticks  close  to  the  facts 
of  the  present  situation.  Reasoning  from  the  natural  laws  of 
trade  is  let  alone,  and  the  main  stress  b  laid  on  the  proposition 
that  higher  wages  in  the  United  States  are  a  result  of  greater 
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prodaotiveness  of  labor.  Mr.  Wells's  wide  knowledge  of  eco- 
nomic history  and  facts  enables  him  to  supply  interesting  and 
effective  illustrations  on  this  fundamental  doctrine.  The  form 
of  a  catechism,  with  its  alternate  questions  and  answers,  may 
be  useful  for  popular  discussion,  but  becomes  wearisome  after 
a  few  pages. 

Mr.  Elliott,  whose  Tariff  and  Wages  is  also  in  the  form  of 
question  and  answer,  seems  to  feel  this  difficulty.  He  begins 
with  a  lively  conversation  between  a  theoretical  son,  who  is  a 
free  trader,  and  a  practical  father,  in  whom  we  discover  our 
old  friend,  the  theoretical  free  trader  but  practical  protection- 
ist. The  father  soon  emancipates  himself  from  the  trammels 
of  the  conversational  form,  and  finds  it  best  to  expound  his 
conclusions  by  dropping  into  monologue.  Mr.  Elliott,  like 
Mr.  Wells,  makes  the  question  of  tariff  and  wages  a  question 
of  production,  and  therein  undoubtedly  is  on  the  right  track. 
Unlike  Mr.  Wells,  he  reasons  entirely  on  general  prindples, 
uses  fictitious  illustrations,  and  makes  no  attempt  to  apply  his 
principles  to  the  facts  of  our  time.  In  temper  and  in  matter, 
Mr.  Elliott  rises  above  most  of  the  advocates  of  protection. 
He  shows  some  acquaintance  with  economic  literature,  has  his 
say  about  Caimes  and  Walker  anent  the  wages-fund,  and  at 
the  close  digresses  into  a  discussion  of  profit-sharing,  trade- 
unions,  and  social  subjects  generally.  Throughout,  he  is  fair- 
minded  and  intelligent,  yet  hardly  offers  anything  of  value  to 
the  trained  economist. 

Mr.  Randolph's  paper  on  The  Some  Market  and  the  Federal 
SurphiSy  a  reprint  of  contributions  to  the  Political  Science 
Quarterly  and  the  New  York  Evening  Poet,  is  scholarly  in 
tone  and  reasoning,  and  applies  to  some  of  the  current  argu- 
ments for  protective  duties  the  tests  of  the  classic  reasoning 
on  international  trade.  The  anonymous  pamphlet  on  IVve  or 
False  Finance  is,  as  its  full  title  indicates,  a  discussion  of  the 
issues  of  1888,  in  brief  and  rather  scrappy  paragraphs,  which 
might  have  appeared  with  effect  as  newspaper  articles,  but 
which  seem  hardly  worth  bringing  together  in  more  permanent 
form. 

Quite  different  from  any  of  the  preceding  is  the  collection 
of  papers  which  Mr.  Shaw  has  edited,  on  The  National  Rev- 
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enues.  The  editor,  in  his  introdactory  remarks,  tells  us  that 
his  plan  was  to  secure  papers  which  should  indicate  what  was 
the  drift  of  opinion  on  the  present  situation  among  American 
economists ;  and  he  has  emphasized  the  representative  charac- 
ter of  the  collection  by  giving  some  account  of  the  contrib- 
utors, saying  an  even  word  of  praise  for  each.  The  papers 
vary  in  character  and  in  value  more  than  the  editor's  courtesy 
coiUd  permit  him  to  hint.  Some  are  a  little  in  the  nature  of 
a  confession  of  faith,  like  those  of  Professor  Ely  and  Chan- 
cellor Manott;  some  are  on  particular  points,  as  Professor 
Hadley's  vigorous  and  clear-headed  essay  on  steamship  sub- 
sidies. Professor  Adams's  able  discussion  of  the  surplus,  and 
Professor  Bemis's  specific  plan  of  tarifiE  reduction ;  while  Pro- 
fessor Folwell  and  Commissioner  Wright  contribute  essays  in 
general  theory,  with  no  attempt  at  specific  application.  On 
the  whole,  there  is  perhaps  too  much  of  the  flavor  of  the 
lengthened  editorial  article, —  a  defect,  if  such  it  be,  which 
resulted  inevitably  from  the  limitations  of  space.  But  the 
treatment  is,  almost  without  exception,  on  a  good  level ;  and 
the  volume  may  be  commended  to  that  not  inconsiderable 
class  of  intel%ent  readers  who  prefer  a  series  of  essays  to 
a  continuous  and  connected  discussion.  The  debating  society 
or  village  club  would  find  in  it  excellent  material  for  their 
purposes.  Original  contributions  to  our  understanding  of 
principles  or  even  to  our  knowledge  of  the  present  situap 
tion,  it  was  not  the  object  of  the  editor  to  bring  out. 

Indeed,  the  most  noteworthy  feature  in  the  whole  list  of 
publications  is  the  absence  of  attempts  to  investigate  carefully 
and  without  bias  the  practical  working  of  protective  duties. 
The  questions  of  general  theory  have  been  pretty  well 
threshed  out.  We  can  hardly  look  for  much  addition  to  our 
knowledge  on  this  score,  and  certainly  have  had  none  for 
many  years.  But  the  history  and  present  condition  of  pro- 
tected and  unprotected  industries  offer  a  rich  field  to  the 
investigator,  and  one  in  which  no  great  amount  of  work  of 
substantial  value  has  yet  been  done.  It  is  surprising,  when 
we  consider  the  attention  the  public  has  given  to  these  sub- 
jects, how  slight  has  been  the  amount  of  thorough  and  impar- 
tial study  of  our  own  industrial  phenomena.  t. 
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ANTI-CHINESE  LEGISLATION  IN  AUSTRALASIA. 

In  1855,  a  law  was  passed  in  Victoria,  designated  No.  39, 
by  which  the  master  of  any  ship  carrying  any  male  adnlt 
natives  of  China  or  its  dependencies,  or  of  any  islands  in  the 
Chinese  seas,  or  any  persons  bom  of  Chinese  parents,  had  to 
pay,  on  arrival  at  any  port  in  Victoria,  10/.  for  each  such  per- 
son.* If  any  ship  carrying  any  Chinese,  as  above  defined,  arrived 
at  any  port  in  Victoria  with  a  greater  proportion  of  passengers 
(apparently  of  any  sort)  than  one  to  every  ten  tons  of  the 
ship's  burden,  the  owner,  charterer,  or  master  was  made  liable 
on  conviction  to  a  penalty  not  exceeding  10/.  for  each  passen- 
ger so  carried  in  excess;  also,  power  was  given  to  the  Gov- 
ernor, with  the  advice  of  the  Executive  Council,  to  levy  such 
a  sum  from  every  Chinese,  as  above  defined,  as  might  be  neces- 
sary for  the  payment  of  the  ofiicers  employed  in  carrying  out 
the  act.«  By  No.  41  of  1857  of  Victoria,*  every  Chinese 
residing  in  Victoria  had  to  obtain  a  license,  costing  1/.,  and  to 
be  renewed  every  two  months  on  payment  of  1/.  No.  80  of 
18593  repealed  this  provision  and  also  the  act  of  1855,  but 
re-enacted  the  latter  in  substance,  with  the  addition  of  a  40/. 
entrance-fee  for  Chinese  arriving  otherwise  than  by  ship,  and 
substituted  a  4/.  annual  residence-fee  for  the  provisions  of  the 
act  of  1857.  By  No.  132  of  1862,s  the  provisions  relating  to 
residence-fees  were  repealed ;  and  residence-fees  do  not  again 
appear  in  the  anti-Chinese  legislation  of  Australasia. 

Acts  similar  to  that  of  1855  in  Victoria  were  passed  by 
South  Australia  in  1857,  No.  3,4  and  by  New  South  Wales  in 
1861,  No.  3,5  —  the  latter  also  providing  for  an  entrance-fee  of 
10/.  for  Chinese  coming  in  otherwise  than  by  sea,  and  enacting 
that  no  letters  of  naturalization  should  be  issued  to  Chinese, — 
but  these  were  repealed  in  1861  and  1867  respectively.  In 
Victoria,  entrance-fees  were  suspended  for  two  years  by  No. 

•See  p.  71  of  the  Paiiiamentary  bine-book  printed  in  Jnlj,  1888,  envied  C&r- 
retpondence  reUrttng  to  Chineae  ImmioraUon  into  the  Australasian  CoUmteSt 
with  a  Setum  <tf  Aet§  pa$ssd  by  the  LeffielatursB  qf  thoae  OoUmiss  and  qf  Canada 
and  British  Cfolnmbia  on  the  SMbjeaL  All  fnbseqnent  references  are  to  pages  of 
that  book. 

Ip.  n.  «pp.71, 78.  «p.  78.  4p.  75.  «p.  77. 
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170  of  1868,«  reimposed  by  No.  200  of  1864,»  and  abolished  by 
No.  259  of  1866.«  No.  259  of  1865,  or  "The  Chinese  Inrnd- 
grants'  Statute,  1865,''  enacted,  in  the  place  of  all  previous 
anti-Chinese  legislation,  that  the  Governor  in  Council  should 
have  power  to  make  such  rules  and  regulations  as  may  be 
deemed  necessary  for  the  registration  of  Chinese  (defined  as 
in  1855,  except  so  as  to  exclude  any  child  of  British  parents, 
wherever  bom),  for  their  removal  from  whatever  place  they 
are  in,  for  protecting  them  and  adjusting  their  disputes,  "  and 
generally  for  [their]  management  and  good  government."  Any 
one  wilf uUy  infringing  any  such  rule  or  regulation  was  made 
liable  to  a  penalty  not  exceeding  5/.  This  act,  which  is  still 
law  in  Victoria  if  not  repealed  within  six  months,  is  the  only 
instance  in  Australasian  anti-Chinese  legislation  of  simiTar 
powers  being  put  in  the  hands  of  the  Governor.  Section  12 
of  this  act  provides  that  "  no  [Chinese]  . .  .  shall  be  entitled 
to  vote  at  the  election  of  members  for  any  mining  board." 

The  last  anti-Chinese  act  passed  in  Victoria  is  "  The  Chinese 
Act,  1881,"  3  assented  to  December  24  of  that  year.  Its 
principal  features  are,  like  those  of  the  original  act  of  1855,  a 
limitation  of  the  number  of  Chinese  a  vessel  can  carry  and  an 
entrance-fee.  As  most  of  the  other  Australasian  Colonies 
passed  acts  very  much  like  it,  I  shall  give  its  provisions  in 
some  detail.  The  second  section  provides  that  for  every 
Chinaman  in  excess  of  the  proportion  of  one  to  every  hundred 
tons  of  the  ship's  burden,  brought  into  any  port  in  Victoria, 
the  owner,  master,  or  charterer  of  the  vessel  bringing  him  shall 
be  liable  to  a  penalty  of  100/.  Section  8  imposes  an  entrance- 
fee  of  10/.  to  be  paid  by  the  master  of  the  vessel  for  every 
Chinese  before  he  is  permitted  to  land,  the  Chinese  receiving 
a  certificate  of  the  payment  from  the  officer  to  whom  payment 
b  made,  and  lays  a  penalty  on  the  master  of  50/.  plus  the 
entrance-fee  for  every  Chinese  landing  or  escaping  from  the 
vessel  before  such  payment,  or  before  the  master  delivers  to 
the  proper  officer  a  list  of  the  Chinese  on  board  according  to 
a  provision  of  the  Statute  of  1865.  Section  4  imposes  a  pen- 
alty of  10/.,  or,  in  default  of  payment,  imprisonment  for  twelve 
months  or  till  the  fine  is  paid,  upon  any  Chinese  entering  the 

Ip.  72.  t pp.  73,78.  Spp.  7S,7S. 
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colony  by  sea,  or  attempting  to  do  so,  withoat  payment  of  the 
entranoe-fee.  Sections  5  and  7  exempt  British  subjects,  and 
crews  in  the  performance  of  their  duties  in  connection  with 
their  vessels,  from  the  operation  of  the  act;  and  Section  6 
exempts  Chinese  duly  accredited  to  the  colony  by  the  govern- 
ment of  China,  or  sent  by  the  English  government  on  any 
special  mission^  from  having  to  pay  the  entrance-fee.  Section 
8  prevents  the  evasion  of  the  act  by  transshipment  of  Chinese 
from  one  vessel  to  another.  Section  9  puts  on  the  defendant 
in  any  proceeding  under  the  act  the  burden  of  proving  that  he 
is  exempt  from  its  operation.  Sections  11, 12,  and  18  enact 
that  no  Chinese  (notwithstanding  they  may  be  rate-payers) 
shall  vote  at  any  municipal  or  parliamentary  election  unless 
they  are  British  subjects,  and  that  their  names  shall  be  omitted 
from  the  voting-lists  unless  they  are  known  to  the  officials  to 
be  British  subjects  or  shall  be  proved  to  be  such. 

Acts  similar  to  "The  Chinese  Act  of  1881 "  of  Victoria,  of 
which  I  have  just  given  an  abstract,  were  passed  by  the.  other 
Australasian  Colonies,  as  f oUows :  — 

Queensland,  August  20,  1877,  No.  8,'  and  March  10,  1884, 
No.  18 ;«  South  Australia,  November  18,  1881,  No.  218  3  (not 
applicable  to  the  northern  territory)  ;  New  South  Wales,  De- 
cember 6, 1881,  No.  11 ;  4  New  Zealand,  1881,  No.  47 ;  5  West- 
em  Australia,  July  28, 1886,  No.  18  ;6  Tasmania,  November  7, 

1887,  No.  9.7  The  Chinese  question  has  never  become  a 
pressing  one  in  Fiji.* 

These  acts  give  a  variety  of  definitions  of  ^^  Chinese,''  but 
practically  they  are  all  nearly  equivalent  to  that  adopted  in 
New  South  Wales,*—  "  any  person  of  the  Chinese  race."  The 
entranoe-fee  is  everywhere  fixed  at  10/.,  except  in  Queensland, 
where  it  is  80/.9  The  Statute  of  1881  in  Queensland  provided 
for  the  refunding  of  the  entrance-fee  on  certain  conditions,  »<>  but 
that  provision  was  repealed  in  1884."  New  South  Wales  "  and 

*  p.  83.    Sir  J.  B.  Thurston  writes  from  the  GtoTemment  House,  Fiji,  April  11 » 

1888,  that  '*  there  are  Tery  few  Chinese  subjects  in  this  colony,  not  exceeding^, 
perhaps,  thirty  in  aU.  They  are  chiefly  occupied  as  smaU  traders  and  gardeners. 
Their  conduct  is,  on  the  whole,  inoffensiye,  and  no  exceptional  legislation  what- 
ever exists  affecting  them.*' 

lp.80.  tp.81.  8p.76.  4p.78.  ftp.  86.  <p.84. 

rp.8a.  8p.78.  Sp.Sa.  10p.8t,|7.  Up.81,|2.  Up.  78. 
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Tasmania,'  like  Victoria,  allow  only  one  Chinaman  to  every 
one  hundred  tons  of  a  vessel's  burden ;  West  Australia  >  and 
Queensland  3  allow  one  to  every  fifty  tons ;  and  the  rest,  one  to 
every  ten  ton8.4  All  impose  a  penalty  of  not  over  200/.  upon 
the  master  if  he  does  not  produce  a  list  and,  except  in  Vic- 
toria, a  brief  description  of  all  the  Chinese  on  board.4  In 
all  these  acts,  it  is  stated  that  the  fine  imposed  on  a  China- 
man for  entering  or  attempting  to  enter  without  paying  his 
entrance-fee  shall  be  in  ciddiHon  to  the  entrance-fee,  except  in 
the  case  of  Victoria.5  Qiuiere  how  the  Victoria  Act  is  con- 
strued in  that  respect.  The  acts  of  Queensland,^  New  South 
Wales,7  New  Zealand,^  Western  Australia,9  and  Tasmania,'® 
make  provision  for  the  seizing  of  the  vessel,  on  default  of 
the  master  in  allowing  illegal  landing  of  Chinese,  and  for  hold- 
ing her,  with  power  to  seU  under  certain  conditions.*  In 
New  Zealand  and  Tasmania,  as  in  Victoria,  there  is  no  en- 
trance-fee if  the  Chinaman  comes  otherwise  than  by  vessel. 
In  the  two  former  cases,  this  omission  can  make  no  great 
difference;  but  it  is  singular  in  the  case  of  Victoria,  espe- 
cially when  we  remember  that  the  Statute  of  1859  9upra^  in 
Victoria,  put  the  fee  for  such  entrance  at  40/.^^ 

An  the  colonies  have  provisions  for  a  summary  enforcement 
of  the  penalties  imposed  by  these  acts,'^  the  magistrates  before 
whom  the  case  is  brought  deciding  ^^  upon  their  own  view  and 
judgment^'!  whether  the  defendant  is  a  Chinaman  or  not. 
All  except  Victoria  give  certificates  of  temporary  exemption 
from  the  operation  of  the  acts  to  Chinese  leaving  the  colony 

•  In  QneeniUDd  (p.  80)«  if  the  master  neglects  to  pay  the  entranoe-f ee,  or  on- 
lawfully  land*,  or  permits  to  land,  any  Chinese, "  in  addition  [to  a  penalty  on  the 
master],  the  Teasel  shall  be  forfeited,  and  may  be  seised,  condemned,  and  disposed 
of  in  like  manner  as  ships  forfeited  for  a  breach  of  any  law  relating  to  the  cns- 
toms.**  So  also  in  Tasmania  (p.  83)  and  New  Zealand  (p.  S7).  In  New  South  Wales, 
It  is  lawfnl  that  any  Teasel,  the  master  of  which  Is  held  by  the  Treasurer  of  the 
colony  **  to  haTO  committed  an  offence  or  be  a  def  anlter  "  under  the  Chinese  act, 
should  be  detained  nntO  the  master  giTSS  bond  with  soretiee  for  the  payment  of 
any  penalty  and  any  other  sums  found  doe  from  him  ;  and,  if  he  does  not  giTC 
bond,  nor  pay  when  couTioted,  the  Tessel  may  be  seised,  and  condemned  or  for- 
feited as  for  a  breach  of  the  customs  laws.  Western  Australia  has  similar  pro- 
Tisions,  but  neither  Victoria  nor  South  Australia. 

lp.e.  tp.S4.  Spp.7S,tt.  4pp.7S,1«,78,M,tt,M,86. 

•pp.n,78,8l,88,»,87.       tp.SO.       7p.7».       8 p.  86.       t pp.  84, 86.       Up.  88. 

np.73.  18pp.  78, 77, 79, 81, 84,  88,  ST.  »  pp.  T8, 77, 79, 81, 88, 86,  87. 


Digitized  by 


Google 


222  QUABTEBLT  JOURNAL  OF  ECONOMICS 

for  a  time  specified  in  the  oertificate.c  Western  Australia 
exempts  from  the  operation  of  her  anti-Chinese  act  aU  laborers 
nnder  a  previously  written  agreement  with  their  employers,*  — 
an  exemption  which  compares  cariously  with  oar  laws  against 
the  importation  of  contract  labor.  South  Australia  s  and  Tas- 
mania 4  make  it  a  condition  of  the  entrance  of  a  Chinaman  into 
their  territory  that  he  shall  have  been  vaccinated.  The  restric- 
tions on  the  right  to  vote,  which  occur  in  Sections  11,  12,  and 
13  of  the  "  Chinese  Act  of  1881,"  and  in  Section  10  of  the  act 
of  1865,  in  Victoria,  are  not  found  in  the  other  acts  I  have 
cited,  though  there  are  similar  provisions  in  the  anti-Chinese 
act  passed  in  New  Zealand  this  year.s  It  may  be  that  the 
general  laws  of  the  other  colonies  on  the  subject  of  voting 
provide  similar  restrictions.^  I  have  found  no  other  instance 
of  the  law  of  New  South  Wales  of  1861,7  repealed  in  1867, 
that  no  letters  of  naturalization  shall  be  issued  to  Chinese. 
There  was  a  law  in  Queensland,  in  1877,^  that  Asiatic  and 
African  aliens  should  have  to  pay  an ''  increased  fee  for  Miners' 
Rights  and  Business  Licenses  issued  under  the  Gold  Fields 
Act."  This  law  was  repealed  in  1878,  when  it  was  enacted 
instead  ^^  that  Chinese  should  not  be  allowed  to  mine  on  the 
Gold  Fields  until  after  the  expiration  of  three  years  from  the 
date  of  their  first  proclamation,  unless  the  gold  field  had  been 
discovered  by  an  Asiatic  or  African  alien."  9  There  are  differ- 
ences between  the  acts  in  the  different  colonies,  in  matters  of 
detail  and  in  the  amounts  of  the  pecuniary  penalties  imposed ; 
but  I  have  touched  upon  all  the  important  points. 

In  1888,  the  anti-Chinese  legislation  of  Australia  was  made 
geographically  complete  by  the  passage,  on  March  1,  by  South 
Australia,  of  a  bill  imposing  an  entrance-fee  of  10/.  upon  all 
Chinese  landing  in  the  northern  territory,  and  a  quarantine  of 
twenty-one  days  upon  all  vessels  arriving  in  that  territory  from 
Chinese  ports.'® 

The  report  received  last  spring  of  a  treaty  concluded 
between  the  United  States  and  China  by  which  the  Chinese 
were  to  be  kept  out  of  this  country  increased  the  anti-Chinese 

ipp.  n,  79, 81, 88, 8S,  87.  tp.  89,  No.  72  ;  p.  40,  Enclosures  1  and  2;  p.  85. 

Sp.  88.       4  p.  77.      ft  Cited  more  folly  below.        Cp.  34,Enclo6areinNo.61 
7p.  77.        8p.  14,  EndoBore  in  No.  22.        tp.is.        i0p.3,No.  5. 
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feeling  in  Aastralasia.'  The  excitement  in  Sydney  ran  so 
high  that  the  authorities  overstepped  the  law '  in  preventing 
the  landing  of  the  Chinese  on  board  the  steamer  ^^Afghan ''  for 
fear  of  a  riot.s  In  New  Zealand  and  New  South  Wales,  acts 
were  passed  (and  subsequently  assented  to)  4  putting  still  closer 
restrictions  on  Chinese  immigration  than  had  formerly  existed 
in  those  colonies.  ^^  The  Chinese  Immigrants'  Amendment  Act, 
1888,"  of  New  Zealand,s  lowered  the  number  of  Chinamen  a 
vessel  could  carry  to  one  for  every  one  hundred  tons  s  (instead 
of  ten),  repaired  some  oversights  in  the  act  of  1881,  and  pro- 
vided that  Chinese  should  not  vote  at  the  "  election  of  a  mem- 
ber of  a  local  authority."  6  The  New  South  Wales  act  of  1888 
raised  the  entrance-fee  to  100/.,  and  provided  an  indemnity 
for  the  government  in  case  the  Supreme  Court  should  declare 
the  action  of  the  ministers,  in  not  allowing  the  Chinese  on  the 
*^  A^han  "  7  to  land,  to  be  iUegal.^  New  Zealand  also  repub- 
lished proclamations  declaring  China,  Hong  Eong,  Sumatra, 
Java,  Mauritius,9  and  the  Islands  of  the  Eastern  Archipelago,  to 
be  "infected  places"  under  "The  Public  Health  Act,  1876," «o 
giving  notice  "  that  strict  quarantine  would  be  enforced  against 
all  vessels  from,  or  having  touched  at,  any  of  those  places,  or 
having  received  any  person  or  thing  whatsoever  from  or  out 
of  any  vessel  coming  from  or  having  touched  at  any  of  those 
places.  The  motive  for  republishing  these  proclamations  was 
the  same  as  that  which  caused  the  act  to  be  passed," — simply 
to  keep  out  the  Chinese. 

The  most  interesting  effect  of  the  anti-Chinese  excitement 
was  a  conference  of  delegates  from  all  the  Australasian  Colonies 
except  New  Zealand  and  Fiji,  upon  the  subject  of  Chinese 
immigration,  held  in  Sydney  on  the  11th,  12th,  and  18th  of 
last  June,')  in  which  the  opinion  was  unanimous  "that  the 

1  p.  8,  Ko.  S;  p.  18,  No.  21 ;  p.  11,  No.  14  A;  p.  21,  No.  8Q  and  Enolotnre,  and  No.  87 ; 
p.  82,  No.  81 ;  p.  42,  No.  78  A ;  p.  02,  Enclotnre  in  No.  87 ;  p.  40,  No.  87 ;  and  other  letters 
and  telegrams. 

tp.  27,  No.  48.        9p.  26,  No.  46.    Of.  p.  27,  Not.  48, 47;  and  of.  also  p.  61,  No.  87. 

4 p.  31,  No.  68;  p.  41,  No.  78;  p.  88,  No.  64.         i  p.  68.         <p.  64. 

7For  short  history  of  the  Afghan  matter,  see  p.  48,  No.  88,  and  p.  88,  No.  71. 

Sp.  26,  No.  46.  •Sinoe  declared  clean.  ^Vf*  66, 68.  U  p.  66. 

K p.  61,  No.  87.         Up.  48,  No.  78,  giTCS  a  report  of  the  conference. 
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desired  restriction  oan  be  best  secured  throagh  the  diplomatic 
action  of  the  Imperial  GovemmeDt  and  by  uniform  Australa- 
sian legislation."  There  was  a  unanimous  resolve  **  to  consider 
a  joint  representation  to  the  Imperial  Gk>yemment  for  the  pur- 
pose of  obtaining  the  desired  diplomatic  action " ;  but  it  was 
found  impracticable'  to  adopt  the  suggestion  made  by  the 
Imperial  Gk>yemment  >  that  the  restriction  imposed  should  be 
of  a  general  nature,  so  as  not  to  offend  the  Chinese  and  inter- 
fere with  diplomatic  action.  The  advice  given  by  the  Imperial 
Government  that  anti-Chinese  legislation  should  be  suspended 
pending  the  negotiations  was  not  followed,  the  conference, 
with  the  exception  of  Tasmania  and  Western  Australia,  being 
of  opinion  that  the  desired  uniform  Australasian  legislation 
shoidd  include  a  limitation  of  one  Chinese  to  every  five  hun- 
dred tons  of  a  vessel's  burden,4  that  Chinese  should  not  be 
allowed  to  pass  firom  one  colony  to  another  without  the  con- 
sent of  the  latter,4  and  that  the  entrance-fee  should  be  abol- 
ished.s  It  was  understood  that,  if  the  draft  bill  should  be 
adopted  by  two  other  colonies,  New  South  Wales  would  make 
its  legislation  substantially  conform  to  it,  all  the  colonies 
reserving  the  right  to  make  variations  in  matters  of  detail  ;^ 
but  in  the  mean  time  New  South  Wales  kept  on,  and  passed 
the  bill  I  have  mentioned  above,  on  June  15.7 

On  June  22,  Lord  Salisbury,  at  the  conclusion  of  a  letter  ^ 
admirably  summing  up  the  situation,  wrote  to  Sir  J.  Walsham, 
'*I  have  to  instruct  you  to  place  yourself  without  delay  in 
communication  with  the  Tsung-li  Tamftn,  and  urge  upon  them 
•  . .  that . . .  the  Chinese  Government  should  adopt  a  course 
similar  to  that  which  they  followed  in  the  case  of  the  United 
States,  and  enter  into  a  convention  with  Her  Majesty's  Gov- 
ernment to  the  effect  indicated  in  the  enclosed  Resolutions  of 
the  Conference  held  at  Sydney.'* 

JOSBPH  LsB. 

lGf.p.41,No.75.       Sp.  86,  No.  69.       Sp.4S,No.77.       4p.4B. 
<p.40.        <p.  45,  No.  80.       7p.  45,  No.  81.       8p.  40,  No.  86. 
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SaUire:  L'£conoiiiie  Politique  et 
le  SocUllsme.  Rey.  des  Deux 
Mondes,  Oct.  15. 

Du  PunroDS  (O. ).  Det  Instltntloiis 
Onvriferes  d'k  present  et  de  quel- 
01160  lois  r^oentes.  Joorn.  des 
Econ.,  Not. 

Byxbt  (O.).    Der  Arbeitsnachweis 

S discussion  of  attempts  to  bring 
iemand  and  supply  of  labor  to- 
cher]. Jabrb.  f.  Gesetzg.,  12, 
Heft  4. 

Kbopotkin  (P.).  The  Industrial 
Village  of  the  Future.  Nineteenth 
Cent,  Oct 

MiBCHLKB  (E.).  Schriften  des 
deutschen  Yereins  fOr  Armen- 
pflege  und  Wohlth&tigkeit  [critical 
account  of  its  modes  of  inyestlga- 


tionl.    Jahrb.   f.    Nat  Oek.,  17, 

Heft  4. 
Pbicb  (L.  L.).    "West  Barbair"; 

or,  Notes  on  the  System  of  Work 

and  Wases  in  the  Cornish  Mines. 

Joorn.  of  Stat  Soc,  Sept. 
SoBTBSXB  ( H. ).    Die  Sonnta^sarbeit 

im   deutschen  Reich.     Jshrb.  f. 

Nat.  OelL,  17,  Heft  8. 
Stud  A  (W.).    Die   Reichsenqndte 

fiber  die  Sonntagsarbeit    Jahrb. 

1  Oesetig.,  12,  Heft  4. 
Unbiokxd.  Poverty.   WestnLRer., 

Oct 
.      The     Thrift    Movement 

on  the  Continent    WestOL  Rev., 

Nov. 
Ybbkauf   (L.)     Die  Krankenver- 

sichemng  in  Oesterreich.    Jahrb. 

1  Nat  Oek.,  17,  Heft  5. 


IV.    LAND. 


Baoxhaus  (A.).  Entwickelung  der 
Landwirthschaft  auf  den  Stol- 
berg-Wemigerodischen  Domanen. 
Beitrag  sur  Geschichte  der  Land- 
wirthschaft [Heft  of  Conrad's 
Abhandlungen.]  Jena:  Fischer. 
8va    6  m. 

SoKXirr(H.).  DieWirkungderVer- 
schuldung  von  Landfffttern.  und 
die  nachwirthschaftlicnen  Grund- 
sitsen  snlissige  Hohe  der  hypothe- 


karischenBelastung.  Jena:  Pohle. 

8V0.     pp.  108.      2.2S  BL 

FuoBB  (C.  J.).  Der  Untersang  des 
Bauemstandes  und  das  Aufkom- 
men  der  Gutsherrschaften.  Nach 
archiv.  Quellen  aus  Neu  Pom- 
mem  una  Ruflen.  [Heft  6  of 
Abhandlungen  des  Staatsw.  Semi- 
nars KU  Strassburg.]  Strassburg: 
Trubner.    8vo.    pp.  380.    8  m. 


V.    POPULATION,  EMIGRATION,  AND  COLONIES. 


Bbbttxhbaoh.  Kurze  Darstellung 
der  neueren  Cdonlalgeschichte  [in 
SMumlung  gemeinverst  wlss.  Yor- 
trige].  ^miburg:  Yerlagsanstalt 
8vo.    pp.  48. 

Sullb.  Die  Bev51kerungsfnige  in 
alter  und  neuer  Zeit  Neuwied: 
Heuser.    8vo.    pp.  67.    2  m. 

In  PeriodUaU. 
ATKnreoN  (E.).    The  Struggle  for 

Subsistence.    Forum^  Nov. 
.    The  Price  of  Life.    Forum, 

Dec 
Bkaujoh  (A.).    La  F^condit^  des 

Mariages    aux    Pays-Bas    et    les 


Causes  de  sa  Variation.  Joum. 
de  la  Soc  de  Statist  de  Paris,  Sept 

lyAnBiONT.  La  Politique  Coloniale 
deChoiseul.  Ann.de  TEc  Libre 
des  ScL  Polit,  Oct 

FosLDKS.  Die  Getreidepreise  und 
ihre  Wirkungen  auf  die  Bewesung 
der  Bevolkerung  in  den  Janren 
1871-86.  Statist  Monatsschr., 
Heft  8,  9. 

RoBMnn  (C).  Sul  Controproeetto 
diLenrasuUaEmigrazionc  Giom. 
degli  Econ.,  Dec 

Unbiohsd.  International  Migra- 
tion and  Political  Economy. 
Westm.  Rev.,  Oct 
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VL    mXERNATIOKAX  TRADB  AND  CUSTOMS  TAMPFS, 


Allbk  (J.  H.).  The  Tariff  and  lU 
Byils:  or,  Protection  which  does 
not  Protect.  Kew  York:  G.  P. 
Patnam'8  Sons.  16mo.  pp.  180. 
$1.00. 

OiLL  (R.).  Free  Trade  nnder  Pro- 
tection. Edinburgh:  Blackwood 
Sl  Sons.    8yo.    [Announced.] 

PooB  (H.  v.).  Twen5[-two  Years 
of  Protection.  New  York:  H.  V. 
A  H.  W.  Poor.  8vo.  pp.  222. 
25cto. 

Rawson  (Sir  R.  W.).  Synopsis  of 
the  Tariffs  and  Trade  of  the  Brit- 
ish Empire.  London:  Imperial 
Federation  League.  8vo.  pp.  88 
and  Ubles.    2s.  6d. 


Wblls  (D.  a.).  Relation  of  the 
Tariff  to  Wages:  A  Simple  Cate- 
chism for  those  who  wish  to  under- 
stand the  matter.  New  York: 
G.  P.  Putnam's  Sons.  12mo.  pp. 
45.    20cts. 

In  PeriodUala. 

RuBDT  (M.).  Statistische  BeitrSge 
zur  Untersuchung  ubereinennord- 
ischen  Zollverein.  Jahrb.  f.  Nat 
Oek.,  17,  Heft  5. 

Shaw  (A.).  The  American  Tariff. 
Contemp.  Rev.,  Nov. 

UirsiGKBD.  DerZollanschluss  Ham- 
buns  und  Bremens.  TiertelJ.  f. 
Tolksw.,  25,  Band  lY.,  1. 


VIL    FINANCE  AND  TAXATION. 


Amagat.  Les  Emprunts  et  les 
Impdts  de  la  Ran9on  de  1871. 
Paris:  Plon  Nourrit  &  Cie.  8vo. 
10  fr. 

AiroNTMOUS.  True  or  False  Fi- 
nance: The  Issue  of  1888.  New 
York:  G.  P.  Putnam's  Sons.  8yo. 
pp.  41.    25  cts. 

H1E9BICH  (L.).  Die  Reform  der 
direkten  Steuem,  insbesondere  die 
Einfuhrung  der  Selbstschatzung. 
Berlin:  Heymann.  8yo.  pp.  84. 
1  m. 

Mamboth  (E.).  Der  Krieffsimpost 
des  Befreiungskrieges  una  die  Be- 
strebunffen  zur  Herbeif iihren  eines 
allgememen  deutschen  See-ZoU- 
systems.  Berlin:  Schwerin.  8yo. 
pp.  82.    .60  m. 

Nbymabok  (A.).  De  la  N^cessit^ 
d'un  Emprunt  de  Liquidation  et 
des  Moyens  d'y  parvenir.  Paris: 
Guillaumin  ^k  Cie.    8yo.    2fr. 

Wagnbb  (A.).  Finanzwissenschaft, 
8  Theil,  8  Heft:  Die  franzosische 
Besteuerung  s<^t  1789.  Geschicht- 
liche  Uebersicht  Direkte,  Ver- 
kehrs,  u.  Erbschaftsbesteuerung. 
(pp.  867-506  of  Vol.  Vn.  of  Wag- 
ner  and  Nassers  Lehrbuch. )  Leip> 
zig:  Winter.    4.50  m. 

In  PeriodieaU, 
Du  Bled  \Y.).    Le  Regime  Munid- 


ekl   de   Paris.      Rev.    des  Deux 
ondes,  Sept.  15. 
GuYOT  (Y.).    The  French  Budget. 

Contemp.  Rev.,  Oct 
Lbbot-Bbauliku  (P. ).  Les  Charges 

des  Capitaux  et  des  Revenus  en 

France   et   en    Europe.    L'£con. 

Fran^ais,  Oct.  27,  Nov.  8. 
Raffalovioh     (A.).       England's 

Finanzen.    Jahrb.  1  Nat  Oek., 

17,  Heft  a 
Rambbi  (L.).    Tributi  ed  Amminis- 

trazioni  LocalL  Giom.degliEcon., 

Dec 
RoHBSCHEiD  (E).    Die  Geschichte 

der   Polizeitaxen  in  Deutschland 

und  Preussen,  und  ihre  Stellung 

in     der     Reichsgewerbsordnung. 

Jahrb.  f.  Nat  Oek.,  17,  Heft  4. 
Stoubm  (R.).      Le   Capital   de   U 

Dette  Publique  en  France.    Jonrn. 

de  la  Soc  de  Statist  de  Paris,  Oct 
Stbutz.     Die   Reformbed&rftigkeit 

der  preussischen  Gewerbesteuer. 

Preuss.     Jahrb.,     Band    LXII., 

Heft  4. 
Unsignbd.     Indirect  Taxation  in 

America.    Westm.  Rev.,  Dec. 
WuABiN  (L.).    De  TAggravation  des 

Imp6ts  et  des  Moy^  de  Penrayer. 

[Partn.]    Rev.  d'Econ.  Pol.,  Oct 
ZoiJLA.     Le   Budget  des   Grandes 

Routes  en  France.    Ann.  de  I'Ec 

Libre  des  ScL  Polit,  Oct 
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Vm.    BANKING,  CURRENCY,  CREDIT,  AND  PRICES. 


Dxeoiz  (P.  F.).  Le  PriTll^  de  U 
Buique  de  Franee:  R^ponse  li 
PEoonomisto  Fran^ais.  Paris: 
Oamaumin  A  Cie.     Svo.    2.50  fr. 

Hammxb  (£.).  Zur  Beseitigung  des 
Agios.  IMe  Onmdbegriffe  des  Geld 
and  WahmngBwesens.  Lei];>Kig: 
Duncker  A  Hamblot.  8yo.  pp. 
47.    2iiL 

Hiu>BBBAHD  (R.).  Die  Theorie 
des  Geldes.  Kritische  Unter- 
sachnngen.  Jena:  Fischer.  8yo. 
8.20  m. 

Kbasohutzki.  Der  Gesch&ftsver- 
kehr  mit  dem  Comptoir  der 
Reichshauptbank    far    Werthpa- 

rere.  Berlin:  Springer.  8yo. 
m. 

LoTZ  (W.).  Geschichte  and  Eritik 
des  deutschen  Bankgesetzes  Tom 
14  Mars,  1875.  Leipzig:  Dancker 
A  Hamblot.    Sra    pp.  855.    7  m. 

Noel  (O.).  Les  Banqaes  d'Bmis- 
sion  en  Europe.  TomeL  [Eng- 
land, France,  Germany,  Aastria- 
Hangary,  Belgiom.]    Paris:  Ber- 


ger-Leyraalt  A  Cie.  Bvo.  pp.  094. 
18  fr. 

UNBieNSD.  Untersachangen  fiber 
den  Einfluss  der  distribativen  Ge- 
werbe  aaf  die  Preise.  [Heft  87  of 
Schriften  des  Vereins  far  Sozial- 
politik.]  Leipzig:  Dancker  A 
Hamblot    dvo.    pp.207.    5.20m. 

Wabssbab.  Preise  and  Krisen: 
Yolkswirthschaftliches  aas  an- 
seren  Tagen.  [Von  der  staatsw. 
Fak.  za  M&nchen  gekronte  Preis- 
schrift]  Stattgart:  Cotta.  8yo. 
i)p.  229.    4  m. 

Wolf  (J.).  Diegesenwirtige^nrth- 
schafukrisis.  [ Antrittsrede  at  Zu- 
rich.] Tubingen:  Laupp.  8vo. 
Im. 

In  Periodieal8. 

Lxbot-Bbaulisu  (P.).  Les  Tari- 
ations  de  TEsoompte  aux  Banqaes 
d'Angleterre  et  de  France,  et  les 
Embarras  Mon^taires  dans  le  Pass^ 
et  dans  le  Pr^nt.  L'  Eoon.  Fran- 
9ais,  Oct.  13. 


IX.    LEGISLATION. 


FubuitdCR.).  Bemerkonffenzadem 
Entwurf e  eines  Gresetzes  betreffend 
die  Alters-  and  Invalldenversicher- 
ung  der  Arbeiter.  Beriin:  Heine, 
pp.  40.    .00  m. 

In  Periodieali. 

Mahdbllo  (K.).  Das  neae  Brannt- 
weinsteuergesetz  in  Unsam:  seine 
Yerteidiger  and  An^^er.  Jahrb. 
f.  Nat  Oek.,  17,  Hc3t  5. 

ICatbbk  (J.).  Zur  Regelung  der 
stadtischen  Brotversoigung.  Un- 
sere  Zeit,  Heft  11. 

Oldbnbbbo  (K.).  Der  Entwurf 
eines  Gtosetses  betreffend  die  Al- 
ters- and  Invalidenyersichenmg 
der  deutschen  Arbeiter  [account 
of  the  most  recent  amendments  of 
the  scheme].  Jahrb.  t  Gesetzg., 
12,  Heft  4. 

Unsionkd.  Die  Revision  des  Ge- 
nossenschafts-Gesetzes:  besondere 
Begrundung  des  Entwnrfes.  [Con- 
tinuation.] Ann.  des  Deutsch. 
Reichs,  No.  11. 


.    DiewirthschaftlicheGesetz- 

5ebung  des  deutschen  Reichs  im 
ahre  1887  [reprint  of  acts  on  sub- 
stitutes for  butter,  poisonous  color- 
ing matter,  insurance,  taxation  of 
roiritol.    Jahrb.  f.  Nat  Oek.,  17, 

Die  wirthschaftliche  Gesetz- 


gebung  der  deutschen  Bundes- 
staaten  im  Jahre  1887.  Jahrb.  1 
Nat  Oek.,  17,  Heft  4. 

YsBKAirr  (L.).  Das  osterreichische 
Gesetz  uber  die  Unfallversicher- 
ung  der  Arbeiter.  Jahrb.  1  Nat 
Oek.,  17,  Heft  4. 

Witt  (N.  M.).  Der  P&chter  in  Eng- 
land und  der  fluktuirende  Gross- 
grundbesitz  in  Deutschland.  Yier- 
telj.  f.  Yolksw.,  25,  Band  lY.,  2. 

Zellkb.  Das  dsterreichische  Un- 
fallyersicherungsgesetz.  YiertelJ. 
f.  Yolksw.,  25,  Band  lY.,  2. 

ZiMMXBMAVK(A.).  Die  wirthschaft- 
Hche  Gesetzgebung  Italiens  1870- 
86.    Jahrb.  f.  Nat  Oek.,  17,  Heft  5. 
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X.    ECONOMIC  mSTOKY  AND  DESCRIPTION. 


AixBir  (W.  F.).  The  Vlllitfe  Com- 
miinitj  and  Serfdom  in  England, 
and  Town,  Township^and  Tithing. 
[From  Trans,  of  Wis.  Acad.] 
Madison,  Wis.    8vo.    pp.  24. 

Bbauclbbk  (W.  N.).  Rural  Italy: 
an  Agricultnral  Survey  of  the  Pres- 
ent Ck>ndition  of  the  Italian  Penin- 
sula and  Sicily.  London:  Bentley 
&  Sons.    8vo.    9s. 

Enobes.  Die  Waldhenutzung  vom 
XnL  bis  Ende  des  XYUL  Jahr- 
hunderts.  Tiibingen:  Lanpp.  8to. 
5m. 

Febhandez  (R.).  La  Fnmce  Actu- 
elle.  Quelques  Etudes  d'£conomie 
Politique  et  de  Statistique.  Avec 
Lettre-pr^face  par  J.  Simon  et  84 
planches  flraphiques.  Paris:  De- 
lagrave.    8vo.    pp.  768.    12  f r. 

Flbisohmakn  (O.).    Deutsches  Ya- 

Sbunden-  und  Verbrecherthum 
L  XIX.  Jahrhundert  Barmen: 
Klein.    8yo.    pp.  205. 

FouBNiBB.  Eine  amtliche  Hand- 
lunssreise  nach  Italien  im  Jahre 
1754.  Ein  neuer  Beitrag  zur  Ge- 
schichte  der  osterr.  Commerzial- 
politik.  Vienna:  Tempsky.  8yo. 
pp.  52. 

LANQsee.  El  Dorado.  Geschichte 
der  Entdeckun^'eisen  nach  dem 
Goldlande  El  Dorado  im  XYL 
u.  XVIL  Jahrhundert  Leipdg: 
Friedrich.    8vo.    5  m. 

Pbttt  (A. ).  La  France  ^onomique. 
Paris:  Hachette  A  Cie.  12mo. 
pp.  277.    2.50  fr. 

RoGEBS  (J.  E.  T.).  The  Economic 
Interpretation  of  History.  [Lect- 
ures at  Oxford,  1887-88.]     Lon- 


don: Unwin.  New  York:  G.  P. 
Putnam's  Sons.  8yo.  pp.  547. 
$3.00. 

SCHOEKE  (M.).  Die  modeme  Ent- 
wickelung  des  Schuhmacher- 
gewerbes  in  historischer,  statis- 
tischer,  und  technischer  Hinsicht. 
[Heft  of  Conrad's  Abhandlungen.] 
Jena:  Fischer.    8vo.    8.60  m. 

Yai^enti  (G.).  L'Economia  Rurale 
nelle  Marche.  Parte  L  L'Aeri- 
coltura.  Macerata:  Frat  Mancmi. 
8va    pp.  327. 

In  PeriodicaU, 

FUOHB-NOBDHOFF  (R.).  Die  Chi- 
nesen  in  Californien.  Deutsche 
Revue,  Dec 

GuiBAUD  (P.).  L'lmpOt  sur  le  Ca- 
pital li  Athfenes.  Rev.  des  Deux 
Mondes,  Oct  15. 

Maubin  (G.).  Les  Caisses  Rurales 
d'tipargne  et  de  Prftts  Mutuels  en 
Allemagne  et  en  Italie.  Rev. 
d'ticon.  Pol.,  Oct. 

MiscHLEB.  Der  offentliche  Haus- 
halt  der  Landgemeinden  in  Oe»- 
terreich.  Statist  Monatschr.,  Heft 
8,9. 

Netmabck  (A. ).  Les  Monopoles  en 
France,  conc^d^  li  diverses  Soci- 
^t^s  par  actions.  Joum.  des  j^con. , 
Nov. 

YABioirr  (C.  de).  Les  Grandes 
Fortunes  en  Angleterre.  m.  Rev. 
des  Deux  Mondes,  Nov.  1. 

Wakefield  (Bishop  of).  The 
East  End.    Contemn.  Rev.,  Dec 

WiLLiSTON  (S.).  History  of  the 
Law  of  Business  Corporations  be- 
fore 1800.  Harvard  Law  Review, 
Oct,  Nov. 


XL    STATISTICS. 


Anituaibb  de  I'^conomie  Politique 
et  de  la  Statistique.  [By  M.  Block, 
with  several  collaboratears.  ]  45me 
Ann^e,  1888.  Paris:  Guillaumin 
&  Cic     18mo.    pp.  1186.    0  fr. 

Census  of  the  United  States,  The 
Tenth.  Yol.  XVIL ,  Water  Power 
in  Manufactures,  by  W.  P.  Trow- 
bridge, Part  II.,  pp.  788.  Yol. 
XIX.,  Social  Statistics  of  CiUes, 
by  G.  E.  Warhig,  Part  IL  [South- 


ern and  Western  States],  pp.  843. 
Washington:  Government  Print- 
ing Office. 

Koeboesi  (J. ).  Die  Sterblichkeit  der 
Stadt  Budapest  in  1882-^  und 
deren  Ursachen.  [Publ.  of  the 
Statistical  Bureau  of  Budapest] 
Berlin:  Puttkammer  &  Miihl- 
brecht.    8vo.    pp.  178.    3.60  m. 

Muellbb  (T.).  Untersuchimgen 
iiber   den    gegenwartigen    Stand 
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der  Agrmntatistik,  and  deren  Ent- 
wickelmig  selt  1868.  [Heft  of 
Conrad's  Abhandlungen.]  Jena: 
Fischer.    8vo.    4  m. 

Statistiqux  O^n^rale  de  la  France. 
B^soltaU  Statistiqaes  du  D^nom- 
brement  de  1886.  Premiere  Par- 
tie.  Paris:  Berffer-Leyraalt  A 
Cle.  8to.  pp.  842.  [Plates  and 
maps.] 

Tablsau  IMcennal  dn  Commerce 
de  la  France  avec  ses  Colonies  et 
les  Puissances  £trang^res  (1877  li 
1886).  ler  Tolnme.  Paris:  Imp. 
Kationale.    4ta    pp.425. 


In  PeriodUais. 

Elub  (A.).  The  "Quantitation" 
of  Stock  Exchange  Values.  Jonm. 
of  Stat  Soc,  Sept. 

Fbuwirtr  (C).  Die  Statistik  der 
Arbeitseinstellongen  in  den  Yer- 
einigten  Staaten.  YiertelJ.  f. 
Vollsw.,  25.  Band  IV.,  2. 

HoFFMAKN  (M.).  La  Marine  Mar- 
chande  da  Globe.  Joum.  de  la 
Soc.  de  SUtist.  de  Paris,  Not. 

LouA  (T.).  Les  B^saltato  Statis- 
tiqaes da  Dernier  D^nombrement 
[en  France,  1886].  Joam.  de  la 
Soc  de  Statist  de  Paris,  Kot. 


XIL    KOT  CLASSIFIED. 


BAUDBnxAirr(H.).  J.B.Say:&o- 
nomie  Politiqae.  [VoL  of  Petite 
BibL  Econ.  Fran^  et  Etrang^re.] 
Paris:  Gaillamnin  A  Cie.  18mo. 
9fr. 

Chailuet  (JJ.  Sally.  [VoL  of 
P^te  BibL  Econ.  Fran^.  et  Etran- 
ff^re.]  Paris:  Qaillaamin  A  Cie. 
18mo.    2  fr. 

CouBOBLUB-SsinnTiL        (J.-G.  )'- 
Adam  Smith:   Bichesse  des  Na- 
tions.   Paris:    Gaillaamin  A  Cie. 
a2mo.    pp.  296.    1.60  fr. 

CouBTNXT  (L.).  Life  of  John 
Staart  MllL  [Great  Writers  Se- 
ries.] London:  W.  Scott  [An- 
nounced.] 

Dbuskowttz.  Eugen  Dflhring: 
eine  Stodie  su  seiner  Wflrdigung. 
Heidelbei:g:  Weiss.    8Ya    2.20  m. 

MoMTAOUX  (F.  C).  Arnold  Toyn- 
bee.  With  an  account  of  the  work 
of  Toynbee  Hall,  by  P.  L.  GelL 
[Johns  Hoi^dns  UniT.  Studies.  1 
Baltimore:  Publication  Agency  of 
the  UniT.    8to.    pp.  70.    oO  cts. 

Pxtsbskh-Studhitz     (A.y    Secre- 


tary.). Forhandlingeme  paa  det 
Nordiske  Nationalokonomiske 
Mode  i  KJobenhaTn.  July  5-7, 
188a  Copenhagen:  Press  of  Niel- 
sen A  Lydiche.  16mo.  pp.  288. 
Sod^ri  d^Economie  Politlaue  de 
Lyon:  Compte  rendu  Anaiytique 
des  Stances,  1886-87  et  1^-88. 
Lyon:  Imp.  BonnaTlat  2  toIs. 
8to.    pp.  88a 

In  Periodieali. 

Baxjdbxllaxi  (H.  ).    Un  Agronome 

Economiste,  le  Marquis  de  Tur- 

billy.    Joum.  des  Econ.,  Not. 
Buck  (T.).     Volkswirthschaftliche 
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ITALIAN  FINANCES  FROM  1860  TO  1884* 

BY  ALANSON  BIOELOW   HOUGHTON. 

Thb  last  quarter-oenturj  has  seen  three  great  nations  — 
the  United  States,  France,  and  Italy  —  both  suspend  and 
resame  specie  payments.  The  conditions  under  which  each 
of  these  countries  labored  at  the  time  of  suspension,  their 
history  during  the  term  of  the  forced  currency,  and  finally 
the  means  employed  by  each  to  gain  a  sound  financial  footing 
once  again,  are,  from  the  economic  stand-point,  of  almost 
equal  importance.  Yet,  while  the  cases  of  the  two  former 
have  been  carefully  studied  and  presented,  that  of  Italy  has 
been  left  by  English  and  American  writers  practically  un- 
touched. The  present  article  is  an  endeayor  to  lay  before  the 
reader  a  brief  sketch  of  Italy's  financial  development  since 
the  beginning  of  the  new  kingdom,  laying  special  stress  on 
the  suspension  of  specie  payments  in  1866  and  on  the  resump- 
tion  seventeen  years  later,  in  1888.  It  falls  naturally  into  two 
parts.  In  the  first,  after  a  brief  examination  of  the  economic 
conditions  under  which  the  new  kingdom  of  Italy  began  its 
existence,  an  effort  is  made  to  present  Italy's  situation  at  the 
time  of  suspension  and  to  discover  in  how  far,  broadly  speak- 
ing, a  forced  paper  was  a  necessity.  In  the  second  part,  a 
review  is  first  made  of  Italy's  progress  from  1866  to  1880 ; 

•The  prewnt  artlole  was  written,  for  the  meet  part,  ae  a  study  In  PoUtieal 
Boonomy  in  Harrard  Unifertitjr,  during  the  eeoond  half  of  188fr-ltt6,  and  was 
completed  abroad.   The  writer  wlahee  here  to  acknowledge  his  great  Indebted- 
ntm  to  rrofoeior  Dunbar  for  aaalstanoe  In  iti  preparation.— A.  B.  ■. 
Conme,  December  10, 1886. 
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and  this  is  followed  by  a  setting  forth  of  the  various  meas- 
ures and  means  by  which,  in  1888,  the  resumption  was  finally 
accomplished. 

a.  DOWN  TO  1866. 

The  kingdom  of  Italy,  covering  the  whole  peninsula  ex- 
cept that  part  under  the  temporal  dominion  of  the  pope  and 
the  provinces  held  by  Austria,  was  proclaimed  by  law  on 
March  17, 1861.  The  financial  unification,  however,  was  not 
accomplished  until  later,  when  various  laws — among  them 
that  of  August  14,  1862,  establishing  a  Court  of  Accounts, 
and  that  of  August  24,  1862,  providing  for  a  single  mone- 
tary system  —  finally  brought  the  finances  into  manageable 
form. 

The  general  condition  of  Italy  at  the  time  of  her  political 
consolidation  was  backward.  Her  national  economic  life  did 
not  really  begin  until  after  1861 ;  and  not  until  the  occupation 
of  Rome  in  1870  did  political  affairs  fall  finally  into  the  back- 
ground. Under  the  administration  of  the  little  autocratic 
governments,  agriculture  had  fiourished  in  a  way,  but  this 
was  all.  During  the  first  half  of  the  century,  commerce  was 
little  more  than  locaL  Tolls  and  duties  surrounded  each  of 
the  many  provinces,  and  served  effectually  to  check  any 
growing  commercial  activity.  The  means  of  communication 
between  the  different  States,  and  even  within  them,  were 
scanty  and  bad.  Lack  of  confidence  in  the  stability  of  the 
governments  or  of  the  laws  discouraged  all  commercial  under- 
takings and  even  the  spirit  of  industrial  enterprise  seemed 
wanting.  Trade  was  looked  upon  as  something  more  or  less 
odious,  especially  in  Southern  Italy,  where  commerce  was 
practically  a  closed  way  to  the  middle  classes;  and  this  had 
its  natural  effect  in  crowding  the  already  overcrowded  ranks 
of  the  ^learned''  professions. 

Later,  when  the  spirit  of  modem  enterprise  began  to  force 
its  way  into  Italy,  its  progress  was  very  slow.  At  the  date  of 
the  union,  not  a  single  State,  if  we  except  Piedmont,  had  made 
any  preparation  to  meet  the  changes  which  the  industrial 
revolution  in  Europe  and  America  had  brought  about.  Pied- 
mont, it  is  true,  had  looked  to  the  future  and  paid  some  heed 
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to  the  changes  going  on  around  her ;  but,  on  the  other  hand, 
her  financial  condition  was  by  far  the  worst  among  the  Ital- 
ian States.  The  others  had  merely  drifted  along.  Their 
budgets*  were  necessarily  kept  within  very  moderate  limits 
by  their  small  receipts  and  the  undeveloped  condition  of 
credit.  In  1860,  the  total  savings  f  in  the  savings  banks 
amounted  to  but  157  mil.  In  all  Italy,  only  four  banks  t  had 
the  power  of  emitting  notes  payable  at  sight  to  the  bearer, — 
one  at  Turin,  one  in  Florence,  another  in  Parma,  and  a  fourth 
in  Bologna.  Naples  and  Sicily,  indeed,  had  each  a  note- 
issuing  bank;  but  these,  like  the  old  Bank  of  Hamburgh 
merely  issued  receipts  of  deposit,  which  passed  from  hand  to 
hand  when  indorsed.  As  for  manufacturing  industries,  the 
few  that  existed  were  small  and  badly  organized;  and  capital 
was  shy  of  embarking  in  them. 

The  unification,  however,  began  a  new  era.§  A  general  tarifiE 
was  laid,  the  vexatious  tolls  between  the  different  States  were 
abolished,  numerous  inequalities  of  taxation  and  restrictions 
upon  trade  were  done  away  with,  and  a  much  needed  system 
of  internal  improvements  was  entered  upon.  But  every  kind 
of  difficulty  I  lay  in  the  way,  and  the  work  had  to  go  on 
slowly.  The  sources  of  revenue  differed  in  most  of  the  prov- 
inces ;  and,  where  any  were  common  to  all,  they  were  baaed 
on  different  proportions  in  each.  The  ground  tax, IT  for  in- 
stance, varied  between  a  minimum  of  9  centimes  per  lira  of 
taxable  revenue  in  Tuscany  and  a  maximum  of  19.75  centimes 
in  the  Lombard  provinces.**  Even  the  multiplicity  of  systems 
of  money  continued,  long  after  their  legal  abolition,  to  pro- 
duce some  degree  of  confusion. 

In  addition  to  these  difficulties  of  organization,  the  new 

•Jovmal  de$  ieonomiitm,  March,  1884,  p.  264.  It  is  onrloos  to  remari:,  bo 
accustomed  had  the  Italians  grown  to  these  small  ezpendltores  and  receipts,  that 
a  feeling  of  surprise  and  indignation  was  aroused  when,  after  the  oniflcation,  it 
was  found  that  bringing  the  seren  budgets  together  into  one  did  not  decrease 
the  expenditures,  but  that,  on  the  contrary,  a  great  State  had  burdens  which 
a  smaller  one  escaped.  See  also  H.  t.  Treitschke's  HUtoriiche  w%d  PoUtUchs 
AttftOiae,  Leipzig,  1886,  toL  IL  p.  887. 

t  Atmwirio  StoHsHeo  Italiano,  1878,  Parte  IL,  p.  108. 

t  Cf .  C.  Baer's  La  Quution  de§  Banqum,  Turin,  1864,  pp.  76, 77. 

f^imucN^,1862,p.7.  I /Md.,  p.  See  sag.  YiM<f.,p.90. 

••  Compare  Sachs,  L Italic  and  Parieu,  TraUi  d$$  ImpUt,  L  pp.  307-309. 
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kingdom  was  at  onoe  plunged  np  to  its  ears  in  debt.  This 
debt  was  of  two  kinds.  In  the  first  place,  the  goyemment 
had  to  assume  all  the  debts  of  its  predecessors,  taking  upon 
itself  the  sum  total  of  the  obligations  which  had  been  con- 
tracted by  the  several  parts  of  the  peninsula  up  to  the  time  of 
their  annexation.  This  assumption  was  a  fruitful  source  of 
trouble,  since  there  was  great  disparity  in  the  comparative 
weight  of  the  debts  of  the  different  provinces.  But  by  a 
law*  of  the  18th  of  June,  1861,  promidgated  August  4,  this 
debtf  was  assumed  and  unified,  creating,  when  enrolled  in 
the  Great  Book  of  the  Debt,t  a  total  of  111.6  mil.  of  rentes^ 
representing  a  nominal  capital  of  2,241  mil.  lire.  In  the 
second  place,  a  still  heavier  burden  had  to  be  assumed  in  the 
establishment  of  primary  schools,  in  the  construction  of  means 
of  communication, —  such  as  roads,  bridges,  railroads,  tele- 
graphs,—  and  of  certain  public  works,  and  in  the  securing  of 
other  necessary  instruments  of  modem  civilization.  Through- 
out the  entire  southern  part  of  Italy,  in  the  papal  regions,  and 
in  a  considerable  part  of  the  north,  the  means  of  conmiunica- 
tion  were  extremely  limited.  A  system  of  railroads  bound 
together  Venice,  Milan,  Turin,  and  Bologna,  and  there  were 
three  short  lines  to  the  south  between  Florence  and  Leghorn, 
between  Rome  and  Civita  Yecchia,  and  between  Naples  and 
some  neighboring  towns ;  but,  in  all,§  in  1859,  these  made  a 
total  of  only  about  2,000  kilometres. 

In  1860,  each  province  had  its  own  budget.  |  In  1861, 
these  budgets  had  been  reduced  to  two, —  that  of  the  new  king- 
dom and  that  of  Sicily  and  Naples.  Sicily  and  the  Neapolitan 
provinces  had  each  a  financial  bureau,  situated  in  Palermo  and 
in  Naples  respectively,  almost  independent  of  the  Minister 
of  Finance.  The  finances  of  these  two  kingdoms  were  practi- 
cally under  the  control  of  the  provisional  government ;  and 

•BuU0Uk¥>  UjOMaU  deOa  BagUmeria  GenoraUt  etc,  1883,  LugUo—Dic&m- 
ftre,  pp.  877-099.  Cf .  V.  Ferrarifl,  Le  Legffi  $ul  Detito  Pubblieo  lUUUmOt  Tarin, 
1886,  pp.  608-^32. 

t  Annuario,  1862,  p.  28.  %  BulUUino  UjOMale,  etc.,  pp.  669-677. 

f  Isidore  Sachs,  Ultalie:  M9  Financea  0t  mm  DiveioppemmU  iamomique, 
Paris,  1886,  p.  967.  Sardinia,  860  kilometres;  Tosoany,  257;  Lombardy-Venioe, 
022;  Pontiflcal  States,  101 ;  Two  Sicilies,  99.    Total  length,  1^29  kUometres. 

I  AmvuwrUff  1862,  pp.  ^13. 
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they  formed,  in  reality,  separate  financial  centres.  Bnt  in 
October,  1861,  the  lieutenancy  of  Naples  was  suppressed,  and 
in  January,  1862,  that  of  Sicily ;  and  thus  the  budgets  of  both 
Naples  and  Sicily  were  incorporated  into  the  general  budget 
for  the  kingdom  for  1862.  The  year  1862,  therefore,  marks 
the  formal  beginning  of  the  modem  financial  history  of  Italy. 

The  budgets  just  previous  to  1862  show  the  genesis  of  the 
budget  for  the  entire  kingdom.  Beginning  with  the  year 
1860,  the  preliminary  estimate*  made  the  receipts f  547.6 
mil,  the  expenditures  608.5  mil.,  and  a  deficit  of  60.9  mil. 
lire.  This  result,  however,  was  more  cheerful  than  accurate. 
The  complete  financial  situation  t  on  the  81st  of  December, 
1860,  was :  receipts,  456  mil. ;  expenditures,  880  mil. ;  deficit, 
874  miL;  and,  adding  to  this  deficit  the  deficits  left  over 
from  preceding  years,  which  amounted  to  48  mil.,  there  was 
a  total  deficit  of  417  mil.  This  was  covered  by  an  appeal 
to  public  credit.  The  old  Piedmontese  provinces  made  two 
loans,  of  100  mil.  and  of  150  mil.;  Emilia  made  a  loan  of 
10  mil ;  Tuscany  made  an  emission  of  1.5  mil.  in  8  per  cent. 
rentes;  and  new  rerUea  were  created  by  Naples  and  Sicily. 
In  all,  this  amounted  to  877  miL  A  further  sum  of  15  mil. 
was  secured  by  temporary  advances,  which  brought  the  total 
up  to  892  mil.;  and  this  sum,  applied  to  the  budget,  left  a  defi- 
cit for  1860  of  only  25  mil. 

For  the  year  1861,  as  has  been  said,  there  were  two  budgets, 
—  one  for  the  new  kingdom  and  one  for  Sicily  and  the  Nea- 
politan provinces.  The  preliminary  estimates,§  taking  both 
together,  set  the  receipts  at  477.6  mil.,  the  expenditures  858.7 
mil.,  and  the  deficit  876.1  mil.  The  actual  deficit,  however, 
proved  to  be  much  larger.  The  final  figures  |  were :  receipts, 
874  mil.  effective  and  94  mil.  non-effective,  making  the  total 
468  mil. ;  expenditures,  636  mil.  and  yet  remaining  887  mil. ; 
total,  978  miL  The  real  deficit,  then,  was  505  mil.  To  meet 
this,  recourse  was  had  for  the  first  time  to  direct  borrowing 
by  the  new  kingdom.    A  loan  of  500  miL  was  voted  by  the 

*  ifMHIflCfOf  l80By  p.  Wo* 

t  We  ihaU  alwajt  tnohide  iindar  **  reoeipti  **  both  ordinary  and  extraordinary 
reeelpta,  and  under  **ezpendifeiiree"  both  ordinary  and  extraordinary  ezpen- 
dltore. 

iJniM<flHo,iaaa,pp.36>,aa>.         fiM<L,p.«n.         inuL 


Digitized  by 


Google 


288  QUABTEBLT  JOUBNAL  OF  ECONOMICS 

Ohambers ;  and  in  July,  1861,  the  emission  was  made  in  five 
per  cents,  at  the  rate  of  70^,  the  credit  of  the  new  kingdom 
calling  out  a  far  larger  subscription  than  was  necessary. 
Bringing  the  proceeds  of  this  loan  into  the  budget,  together 
with  certain  Sicilian  and  Neapolitan  rentes^*  the  receipts  from 
loan  and  rentes  in  1861  were  845  mil.;  and  there  still  re- 
mained due  on  the  same  203  mil.,  or  a  total  of  548  mil.  De- 
ducting from  this  amount  the  total  deficit  for  the  year,  505 
mil.,  and  the  15  mil.  of  advances  secured  by  the  State  in 
the  preceding  year,  a  nominal  surplus  of  28  mil.  lire  was  left. 
The  reasons  for  so  great  a  deficiency  lay  on  the  surface  of 
affairs.  In  the  early  part  of  the  year,  Francis  II.  was  still 
fighting,  and  did  not  capitulate  at  6a6ta  until  the  middle  of 
February.  Later,  great  efforts  had  to  be  made  to  put  down 
the  brigand  bands  in  Calabria  and  the  Abruzzi.  And,  finally, 
the  receipts  were  diminished  because  the  government,  for 
purposes  of  conciliation,  renounced  its  claims  to  certain  taxes. 

We  come  now  to  the  formal  opening  of  the  budgets  for  the 
entire  kingdom.  Recapitulating  and,  for  convenience,  bring- 
ing the  figures  t  down  to  1866,  we  have  the  totals,  in  millions 

of  lire:  — 

BeeetpU,  ExpemlUurm,  JD^^MU. 

1800  400         880         874 

1801  488  978  000 
1882  480  887  440 
1808  634         900         888 

1864  070         944         808 

1865  040         910         870 

Total,  silOO  i^  2^345 

ATerage,  026  910  891 

The  preliminary  estimates  t  for  1862  put  the  receipts  at  581 
miL  and  the  expenditures  at  840  mil.,  and  showed  a  deficit 
of  809  mil.  In  March,  however,  a  change  of  ministers  took 
place.  A  new  budget  became  necessary,  and  Sella,  the  new 
Minister  of  Finance,  presented  the  revised  estimates  §  in  June. 
According  to  his  plan,  the  expenses  were  raised  127  mil., 

•  Ammiario,  1862,  p.  878. 

t  Jnnuario,  1884,  pp.  1004-1008.  A  ooiiTenient  sammarised  Btatement  of  the 
budgets  from  1802  to  1882  may  here  be  found.  Special  reference  !■  made  to 
Sachs'B  L*ItaUBt  etc.,  pp.  1-270;  CucheTal-Clarlgnsr*!  Ls$  Ftnanoeg  de  VOaUa, 
Paris,  1886,  pp.  1-182;  and  R.  t.  Kaufmann's  Dcts  Budget  dea  JCOniffreieha  lUUimu, 
in  Finan^Anhiv,  iU.,  1880. 

t  Annuario,  1882,  p.  824.  $  i5i<f.,  pp.  817-^42. 
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owing  largely  to  increased  military  and  naval  expenditures, 
while  the  receipts  were  bat  slightly  increased,  so  that,  all 
in  all,  the  minister  was  forced  to  add  124  mil  to  the  deficit 
of  809  mil.  in  the  former  budget,  which  gave  a  total  deficit  of 
488  mil.  Sella  proposed*  to  meet  this  as  follows:  About 
50  mil.  from  taxes  and  some  Sicilian  rentes  were  at  his  dis- 
posal, to  start  with.  Certain  railroads  in  course  of  construc- 
tion were  to  be  conveyed  to  private  parties,  these  parties 
being  secured  by  a  guarantee ;  and  a  privilege  of  canal  con- 
struction was  to  be  ceded  to  a  company  which  should  buy 
for  20  mil.  the  existing  canals.  These  measures  would 
bring  the  deficit  to  825  mil.,  and  an  emission  of  100  mil.  of 
treasury  bonds  would  reduce  it  still  further  to  225  mil.  This 
sum  could  be  raised  by  the  sale  of  those  domanial  lands  which 
served  no  public  use,  and  of  those  church  estates  which  had 
passed  to  the  domain ;  only,  in  return  for  these  latter,  a  rev- 
enue in  rentes^  equal  to  their  yearly  income,  would  have  to 
be  given  the  ecclesiastical  bureau,  in  whose  charge  they  were. 
Finally,  the  minister  asked  to  be  allowed  to  sell  100  mil.  ad- 
ditional treasury  bonds  in  anticipation  of  the  sale  of  the  do- 
manial lands.  These  were  the  leading  provisions  of  the  plan, 
and  they  were  finally  adopted.  If  we  add  that  an  actual  def- 
icit of  about  820  mil.  was  brought  over  from  1861,  of  which 
we  have  taken  no  account,  it  is  evident  that  the  year  1862 
left  the  finances  in  a  state  where  bankruptcy  seemed  almost 
at  the  door. 

Sella  was  succeeded  by  Mbghetti  in  December,  1862.  Min- 
ghetti  was  the  financial  optimist  of  his  day ;  but,  in  present- 
ing his  estimates  on  the  14th  of  February,  1868,  he  was  forced 
to  declare  that  the  financial  situation  dominated  everything 
else,  and  that  even  political  questions  must  be  subordinated  to 
it.  In  the  estimates  t  for  1868,  the  receipts  stood  at  608  mil. 
and  the  expenditures  at  962  mil.,  and  a  deficit  was  shown  of 
854  mil.  To  this  sum,  however,  must  be  added,  first  the  inter- 
est on  a  new  loan  t  of  700  mil.,  which  the  minister  proposed 
to  make,  bringing  the  amount  up  to  400  mil,  and  then  the 

•Atmuario,  1882,  pp.  880-912.  t  iMtf.,  1888,  pp.  887-417. 

XU  ONdU  IMMo  m  lkM§  H  rMmprumt  d$  1888.   Pir  K.  d«  Gboifj.   TuIb, 
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deficits  left  over  from  1862,  some  875  miL,  the  total  deficit 
thas  amounting  to  775  miL  In  spite  of  this  appalling  amount, 
Minghetti  was  hopeful,  and  brought  forward  a  scheme  for 
doing  away  with  the  deficits  entirely  after  four  years.  His 
plan  rested  on  a  distinction  between  the  ordinary  and  extraor- 
dinary budgets.  The  extraordinary  deficits  were  not  to  be 
allowed  to  exceed  100  mil.  per  year.  The  ordinary  deficits 
were  to  be  reduced,  in  1863  to  220  mil.,  in  1864  to  165  mil., 
in  1865  to  110  mil.,  in  1866  to  65  mil.,  so  that,  at  the  same 
rate  of  progress,  in  1867  a  balance  would  be  obtained.  The 
ground  was  cleared  for  this  movement  by  reforms,  which  cut 
down  the  expenses  100  mil.  for  the  year,  and  raised  the  taxes 
so  as  to  increase  the  receipts  115  mil.  If  these  proposals  were 
accepted,  affairs  would  stand  as  follows:  deficit  to  January  1, 
1863,  875  mil ;  deficits  from  1863  to  1866,  550  mil. ;  extraor- 
dinary deficits,  400  mil. ;  or,  in  all,  1,825  mil.  This  sum  was 
to  be  met,  first  of  all,  by  a  loan  of  700  mil.  Then,  by  the 
sale  of  the  domanial  lands,  a  sum  of  218  mil.  and,  from  the 
church  estates,  222  mil.  more  could  be  raised.  The  remainder 
would  be  secured  by  increasing  the  amount  of  treasury  bonds 
in  circulation  from  150  mil.  to  300  mil.  This  would  give  a 
total  of  about  1,300  mil.,  and  practically  ensure  the  balance 
so  long  sought  for.  Minghetti's  optimism  proved  contagious, 
the  plan  was  adopted,  and  the  loan*  was  decreed.  The  first 
emission  of  500  mil.  at  five  per  cent.,  at  a  rate  of  71,  was 
made  in  March;  and  the  second  emission  of  200  mil.,  at  a 
little  better  than  68,  followed  in  December.  But  the  very 
next  year  was  sufficient  to  overturn  this  fairylike  creation  of 
Minghetti's  brain. 

When  the  budget  for  1864  was  first  presented,  it  showed  a 
deficit  of  255  mil.,  the  estimated  receipts  being  672  miL  and 
the  expenditures  927  mil.  But  late  in  the  year  political 
changes  brought  Sella  into  office  again.  In  November,  he 
presented  his  estimates,!  and  declared  that  the  deficit  would 
come,  not  to  255  mil.,  but  to  316  mil.  The  taxes  had  yielded 
less  than  estimated,  the  loan  was  not  thoroughly  successful, 
the  sale  of  the  public  lands  fell  short,  and  certain  items  of 
expense  had  to  be  increased.    The  situation  demanded  heroic 

•  Vide  p.  289.  t  AfmuaHo,  1866,  pp.  413  H  sfq. 
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treatmenty  and  reoeived  it.  An  issue  of  50  miL  in  treasmy 
bonds  and  an  estimated  sum  in  the  treasury  of  66  miL  from 
taxes  and  other  sources  made  116  mil.  This  left  200  miL  jet 
wanting.  From  the  sale  of  the  domanial  lands,  40  miL  could 
be  expected.  An  anticipation  of  the  ground  tax  for  1865, 
which  was  fixed  at  121  mil.,  and  a  further  issue  of  treasury 
bonds  would  make  up  the  balance.  Taxes  were  once  more 
increased.  The  price  of  tobacco  was  raised  one-third,  and  the 
price  of  salt  was  increased  10  lire  per  100  kilos.  The  Crown 
gave  up  3  mil.  of  its  dotation. 

But  all  in  vain.  To  try  to  fill  these  dreadful  deficits  seemed 
like  pouring  money  into  a  bottomless  hole.  When  the  bud- 
get* for  1865  was  presented,  there  was  another  deficit  of  208 
mil.,  the  receipts  being  put  at  669  miL,  and  the  expenditures 
at  817  miL  To  this,  moreover,  had  to  be  added  from  former 
deficits  left  over  a  sum  of  817  mil.,  which  gave  a  total  of  525 
miL  Sella  faced  the  dismal  prospect  boldly.'  He  agreed  to 
bring  in  a  budget  for  1866  with  a  deficit  not  to  exceed  100 
mil.,  and  adding  this  100  miL  to  the  deficit  for  the  year  gave 
an  aggregate  of  625  mil.  This  sum  he  proposed  to  meet  by 
a  loan  of  425  miL,  and  by  the  sale  of  the  State  railroads, 
which  would  yield  200  miL  more.  In  addition  to  these  meas- 
ures, certain  changes  would  still  further  increase  the  taxes. 
The  proposals  were  accepted ;  and  the  loan  of  425  miL  was  duly 
made  at  a  nominal  rate  of  66,  or,  deducting  expenses,  at  68.44, 
which,  considering  the  circumstances,  was  gratifyingly  high. 

This  brings  us  down  to  the  beginning  of  1866,  when  afiEairs 
finally  reached  their  climax.  How  great  the  strain  had  been 
one  can  hardly  overestimate.  The  tax-yields  t  tell  us  some- 
thing of  it  These  were  in  1861  458  mil.,  in  1862  471  miL,  in 
1868  511  mil.,  in  1864  565  mO.,  and  in  1865  687  mil.  This 
shows  an  increase  of  45  per  cent,  which,  when  we  consider 
that  Italy  was  by  no  means  rich,  is  something  enormous.  We 
have  seen  that  the  new  kingdom  began  its  existence  with  a 
nominal  debt  of  2,800  mil.,  and  an  annual  interest  charge  of 
112  miL  In  the  years  1860-65  there  had  been  an  aggregate 
deficit  of  2,850  miL,  and  an  average  yearly  deficit  of  891  mil. 

•  Ammmrio,  1805,  pp.  461-408. 

t  JmmaHp  SMimoo  HMemo,  W8,  PMf  L,  pp.  144.  14ft. 
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To  cover  thifl,  loans  yieldiiig  nearly  1,700  mil.  had  been  con- 
tracted ;  and  these,  at  the  market  rate,  amounted  to  2,500  mil. 
of  nominal  debt,  with  125  mil.  annual  interest.  It  was  true 
that  the  receipts  had  steadily  grown  larger,  but  this  was  due 
almost  entirely  to  the  increase  of  the  taxes  from  year  to  year. 
And  if,  on  the  other  hand,  there  had  been  a  slight  though 
intermittent  fall  in  the  expenditures,  yet  in  1865,  when  the 
deficit  touched  its  minimum,  it  amounted  to  some  40  per  cent. 
of  the  gross  receipts.  Even  this  unfavorable  showing  had 
been  reached  only  by  the  most  strenuous  efforts;  for,  to  say 
nothing  of  the  increase  of  the  taxes,  enormous  loans  bad  been 
contracted,  and  the  domains  and  the  State  railroads  were 
being  sold. 

One  further  point  demands  our  attention  before  we  pass  on 
to  consider  the  events  of  1866.  The  foreign  trade  during 
these  years  exhibited  a  considerable  loss,  and  one  continually 
greater  year  by  year.  The  following  table*  gives  a  state- 
ment of  the  special  commerce ;  that  is  to  say,  of  the  amount 
of  goods  imported  for  actual  consumption,  and  the  amount  of 
domestic  goods  exported.    The  figures  are  in  millions  of  lire : 


1861 
1868 
1864 
1866 

IWtpOftB* 
860.0 
802J 
983.8 
966.4 

686.9 
678.6 
668.6 

952.6 
268.6 
410.6 
406.9 

Total, 
Ayerage, 

8,681.2 
900.6 

8,848.2 
686.8 

1,638.2 

We  see  here  an  increasing  importation  and  a  decreasing 
exportation.  These  figures  are  important  as  an  index  of  Italy's 
condition.  Italy  was  now  in  a  position  where  her  budgets 
exhibited  a  steady  and  strong  deficit,  necessitating  continuous 
borrowing  from  abroad,  and  where  the  foreign  trade  went 
directly  against  her. 

The  sumf  of  specie  in  circulation  is  supposed  to  have 
ranged  about  1,000  mil.,  although,  of  course,  this  amount 
was  subject  to  frequent  fluctuations.  How,  then,  were  the 
gold  and  silver  kept  from  going  out  of  Italy?    The  answer 

•Jm^uario  maUttieo  Raliano,  1878,  Parte  n.,  p.  84. 

t  Vid&  Jowmal  dea  ieonomittrnt  February,  1874,  p.  221 ;  Gonrad'a  JahrtMchtr 
/Sr  NatiwuMkomnM*  und  StaMtUk,  1881,  pp.  029, 580. 
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to  this  lies  in  the  fact  of  the  heavy  loans  which  Italy  made 
daring  these  years,  by  which  specie  was  continually  brought 
into  the  country.  These  loans,*  as  we  have  already  seen, 
were:  — 

Daie.  BmtU,  Nominal         i'rioe/if  J^M 

11  Oetober,  1880 

12  July,  1860 
17  July,  1861 
11  March,  1888 
IS  December,  1868 
19  January,  1866 
11  March,  1866 

These  loans  were  the  real  ground  of  Italy's  ability  to  hold 
her  gold  and  silver.  Still,  it  is  hardly  necessary  to  point  out 
that  such  a  means  of  continuing  on  a  specie  basis  could  at 
best  be  only  a  temporary  affair.  Borrowing  could  not  go  on 
forever.  And  it  was  evident  that,  unless  the  condition  of 
Italy's  finances  underwent  some  great  change,  her  credit  must 
soon  come  to  a  dangerous  crisis. 

b.  THE   SUSPBKSIOV. 

Late  in  1865,  Sella  presented  the  estimates  t  for  the  follow- 
ing year.  Again  there  was  a  deficit.  The  receipts  were  esti- 
mated at  668  mil.,  the  expenditures  at  988  mil.,  and  the  defi- 
cit at  265  mil.  This  was  to  be  met  in  part  by  stricter  econ- 
omy, which  would  yield  80  mil.,  and  by  additional  taxation, 
which  would  yield  140  mil.  more.  The  minister  undertook  to 
meet  the  100  mil.  remaining  by  a  decisive  move.  He  pro- 
posed the  suppression  of  the  religious  corporations  and  the 
conversion  of  their  patrimonies  to  the  use  of  the  State.  The 
morality  of  such  a  measure  was  decidedly  questionable.  Even 
in  politics  there  is  left  a  prejudice  against  taking  somebody 
else^s  property  merely  because  it  happens  to  be  needed.  But 
the  measure  would  more  than  supply  the  sum  required,  and 
the  State  had  undeniably  fallen  into  desperate  straits.  In  this 
form,  however,  the  budget  was  not  definitely  acted  upon. 
Sella  found  himself  in  difficulty  because  of  the  desire  to  impose 
the  unpopular  grist-tax  (nuiciruUo)^  and  was  succeeded  by 
Scialoja;  and  a  new  budget  was  brought  forward.  Scialoja 
based  his  estimates  t  on  the  former  budget,  and  accepted  the 

•  8t&riad6Uaf%nantanalianadalt6M 01190.   ILBonghL    Firenae,  1888. 
t  JtrnttariOf  1866,  pp.  468^196.  |  iMd.,  pp.  497-628. 
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deficit,  as  before,  as  266  mil.  To  meet  this,  he  proposed  to 
make  economies  in  the  War  Department — strangely  enoogh 
in  view  of  after  events  —  amounting  to  80  mil.  and  in  the 
other  departments  amounting  to  25  mil.  This  would  reduce 
the  deficit  to  210  mil.  By  a  reorganization  of  the  direct 
tax,  and  by  the  imposition  of  further  taxation,  not  includ- 
ing the  grist-tax,  he  hoped  to  bring  the  deficit  down  to  85 
mil.  To  cover  this  latter  sum,  he  repeated  Sella's  propo- 
sition concerning  the  religious  corporations.  The  plan  was 
sharply  attacked,  but  finally  was  accepted.  Later,  towards 
the  end  of  February  and  early  in  March,  it  became  evident, 
in  view  of  approaching  events,  that  these  plans  would  not  be 
sufficient.  Opposition  in  the  Chamber  made  the  ministry 
weak,  and  the  financial  estimates  did  not  yield  the  hoped  for 
result.  In  March,  there  were  negotiations  for  a  loan  *  of  250 
mil.  between  the  minister  and  a  number  of  Italian  credit  es- 
tablishments. These  agreed  at  first  to  float  the  loan,  although 
there  was  much  popular  objection  to  the  arrangement.  But 
in  the  beginning  of  April,  owing  probably  to  the  severity  of 
the  crisis  then  prevailing,  notably  in  England,  and  to  the  un- 
certain outlook,  they  were  compelled  to  withdraw  their  offer, 
and  leave  the  government  to  its  own  resources. 

The  uncertain  outlook  referred  to  was,  of  course,  the  pros- 
pect of  war.  Early  in  April,  the  political  horizon  began  to 
darken  rapidly.  Prussia  and  Austria  were  on  the  point  of 
declaring  war;  and  every  Italian  saw  that  Italy,  in  such  an 
event,  without  alliance,  might  find  her  national  existence  im- 
perilled. Later,  the  political  situation  grew  easier.  On  the 
8th  of  April,  the  terms  of  a  treaty  with  Prussia  were  settled, 
and  ratified  by  Italy  on  the  14th  and  by  the  King  of  Prussia 
on  the  20th  of  the  same  month.  But  affairs  finally  reached 
a  climax  on  the  30th  of  April,  when  the  Italian  Parliament 
voted  unanimously  a  declaration  of  war  against  Austria. 

On  the  following  day.  May  1,  1866,  the  minister  decreed  the 
corso  forzoBO.  A  forced  circulation  was  given  to  the  notes  of 
the  National  Bank  of  the  Kingdom,  and  to  the  notes  of  the 
Bank  of  Sicily  and  of  the  Bank  of  Naples,  in  Sicily  and  in 
the  Neapolitan  provinces  respectively.    At  the  same  time,  the 

•  InchiBsta  mil  Ctmo  F&no$o,  1868,  SoiiJoJa'B  testimony,  toL  iU.  p.  464. 
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National  Bank  advanoed  to  the  govemment  a  loan  of  250  mil. 
for  the  purpose  of  carrying  on  the  war.  Later  in  the  month, 
the  forced  circulation  was  further  extended  to  the  notes  of 
the  National  Bank  of  Tuscany  and  of  the  Tuscan  Bank  of 
Credit  within  the  Tuscan  provinces. 

The  circulation  on  the  80th  of  April  was  composed  of  both 
paper  and  specie.  The  paper*  amounted  only  to  some  249 
mil.,  issued  by  the  various  banks.  The  sum  of  the  specie  in 
circulation  amounted  to  908.5  mil.,  made  up  of  480.5  mil.  in 
gold  and  478  mil.  in  silver  and  base  money.  Of  the  gold, 
419.5  mil  was  in  decimal  coin,  and  the  remainder,  11  mil.,  in 
other  forms.  The  silver,  amounting  to  423  mil.,  was  divided 
into  86  mil.  in  5  fr.  pieces,  119.5  miL  in  pieces  ranging  down- 
wards from  5  fr.,  and  217.5  miL  in  non-decimal  forms.  The 
bronze  and  the  brass  money  amounted  to  44  mil. ;  and,  finally, 
the  base  money  of  all  denominations — none  greater  than  1 
fr. — was  valued  at  6  miL  A  deduction,  however,  must  be 
made.  Some  15  mil.  of  bronze  money  in  excess  of  the  needs 
of  the  circulation  lay  idle  in  the  treasury.  Deducting  this 
15  mil.  of  bronze,  we  have,  as  a  final  result,  888.5  mil.,  the 
total  specie  circulation.  The  circulation,  both  specie  and 
paper,  then,  on  April  80, 1866,  was  1,187.5  mil.  lire. 

Whether  or  no  the  forced  currency  was  necessary  has  never 
been  fully  settled.  In  1868,  a  Conmiittee  of  Inquiry  t  was 
appointed  by  the  Italian  Parliament,  which  investigated  the 
causes  leading  up  to  the  suspension ;  and,  after  a  laborious 
and  painstaking  investigation,  a  majority  of  this  committee 
reported  that  the  forced  currency  was  noi  demanded  on  either 
financial  or  political  grounds  or  by  the  economic  interests  of 
the  country.  This  report,  however,  did  not  remove  all  doubt. 
The  decision  seemed  to  be  in  the  face  of  facts,  as  it  was 
against  the  overwhelming  belief  of  the  Italian  people,  and 
later  writers  have  been  inclined  to  deny  its  soundness.    The 

•Cf.  .ifUMMMte^SlaHiMoo/la/iano,  1878,  Parte  n.,  p.  ISS.  And  m6  AilMloiM 
mils  Clr«olaf<oiM  aMtaMa(by  Minghetti  and  FinaU,  1876),  p.  10. 

tTbe  oommittae  was  oompoaed  of  MM.  Saitmit-Doda,  €k>rdoTa,  AlAxandre 
BoMi,  Bella,  MaMedagUa,  Lampartloo,  and  LoaldL  Tbe  majority  who  reported 
adTeraely  to  the  action  of  the  minlBter  were  Cordora,  Laaldi«  Roesi,  and  Seiamit- 
I>oda.  Tbe  minority  declared  any  inrestig^tion  as  to  the  neceaaity  of  the  forced 
comncy  to  be  beyond  the  prorince  of  the  committee. 
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question,  therefore,  is  an  open  one ;  and,  although  this  article 
can  obviously  make  no  pretence  to  any  exhaustive  examina- 
tion of  it,  still  it  is  of  such  peculiar  importance  to  the  right 
understanding  of  the  subsequent  financial  history  of  Italy  that 
we  must  enter  into  it  with  some  fulness. 

The  condition  of  the  treasury  on  April  20,  1866,  accord- 
ing to  the  report*  of  Alfumo,  Director-General,  was  as 
follows :  — 

1.  Aotoal  oftih • ••.  S8.0  miL 

a.  Notes  of  the  Natioiutl  Bank  and  of  the  Toaoan  Natkmal 

Bank  and  certlflcatea  of  the  Bank  of  Naples 68.0 

a  Bronie  coin 16.3 

4.  Credits  on  foreign  banks JU5 

Total 112.8  miL 

Deducting  as  before  the  15  miL  in  bronie  coin  and  2  miL  doe 

to  theBank of  Sicily 17.0 

Total 96JmiL 

So  far  as  the  needs  of  the  treasury  were  concerned,  the 
director  declared,  this  amount  would  probably  be  sufficient 
for  all  service  until  the  middle  of  the  year.  For  the  July 
quarter  of  rentesj  about  100  mil.,  provision  had  already  been 
made.  Funds  had  been  secured  to  the  amount  of  57.6  mil.  by 
stipulating  an  advance  from  Rothschild  as  an  instalment  on 
the  loan  of  425  mil.  (May,  1865),  to  the  amount  of  25  mil.  by 
agreement  with  the  Savings  Bank  of  Milan  for  an  instalment 
on  the  price  of  the  State  railways,  and  to  the  remaining  amount 
of  15  mil.  by  two  loans, —  one  of  10  mil.  from  the  Bank  of 
Naples  and  one  of  5  mil.  from  the  Bank  of  Sicily.  About 
80  mil.  of  treasury  bonds  were  to  fall  due  in  May  and  June. 
The  director  counted  on  the  ordinary  renewal  of  10  miL  per 
month,  while,  in  addition,  a  renewal  of  15  mil.  at  8  per  cent, 
had  been  secured  from  the  Bank  of  Naples.  Still,  this  would 
leave  45  mil.  of  these  bonds  to  be  provided  for,  of  which  80 
mil.  were  held  by  the  National  Bank.  The  cash  fund  was 
therefore  still  further  reduced  from  95  mil.  to  50  miL  Ac- 
count being  taken  of  the  customary  delay  in  payment,  due  to 
the  tardy  presentation  of  the  coupons,  this  sum  of  50  mil. 
would  probably  be  sufficient  for  the  ordinary  needs  of  the 
treasury.  But  it  would  only  be  sufficient,  provided  everything 
went  well.    If,  by  chance,  events  were  so  to  turn  that  unfore- 

•Inehis$tat  etc,  testimony  of  the  Director-Oeneral,  toL  IL  p.  19. 
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seen  ezpenditares  were  rendered  necessary,  these  caloolations 
would  have  to  be  changed. 

Daring  the  ten  days  from  April  20  to  April  80,  the  effective 
cash  in  the  treasury  went  down  from  28  mil.  to  less  than  24 
mil.,  and  the  amount  of  notes  held  of  the  several  banks  dimin- 
ished from  68  mil.  to  50  mil. 

To  describe  the  economic  condition  of  Italy  at  this  time 
is  extremely  difficult.  So  many  elements  enter  into  it,  and 
these  mixed  in  such  confusion,  that  to  give  any  precise  esti- 
mate of  the  strain  endured  by  Italy  just  previous  to  the  sus- 
pension is  well-nigh  impossible.  Perhaps,  however,  if  we  go 
back  a  little,  and  try  to  follow  down  the  general  drift  of 
events,  we  may  be  able  to  get  before  us  some  sufficient  idea. 
We  have  seen  that  not  only  did  Italy  have  continuous  deficits 
in  the  budgets,  necessitating  enormous  loans  from  abroad,  but 
that  the  foreign  trade  was  largely  against  her.  Obviously,  as 
we  have  said,  such  a  condition  of  affairs  would  tend  to  produce 
a  demand  on  Italy  for  gold.  This  may  be  taken  as  a  starting- 
point  for  our  review  of  the  general  movement. 

(a)  For  at  least  two  years,  rente  had  been  coming  back 
into  Italy  freely,  for  the  reason,  among  others,  that  it  was 
higher  there  than  abroad.  This  was  shown,  for  instance,  by 
the  fact  that  as  early  as  January  12,  1865,  the  pressure  had 
grown  so  strong  that  the  National  Bank  o^  the  Kingdom, 
by  far  the  most  important  financial  institution  in  Italy,  was 
forced  to  restrict  its  advances  *  on  the  deposit  of  securities  as 
collateral.  As  the  year  1865  went  on,  credit  grew  rapidly 
worse,  and  a  crisis  swept  over  Europe ;  and,  at  the  beginning 
of  1866,  the  rate  of  discount  was  standing  nt  5  in  the  Bank  of 
France,  and  at  8  in  the  Bank  of  England.  In  Italy,  this  crisis 
was,  of  course,  severely  felt.  The  strain  on  the  National  Bank, 
as  the  leading  credit  institution  in  the  kingdom,  had  become 
so  great  that  its  specie  reserves  b^^  to  be  seriously  affected ; 
and,  early  in  1866,  it  was  forced  to  secure  two  loans  of  2  mil. 
each  in  gold,  in  order  to  keep  up  its  payments,  and  these 
it  secured  with  difficulty.  Finally,  on  January  10,  1866,  it 
sharply  restricted  its  discounts,  and  refused  to  advance  on 

mtOa  CitmlmiomB  OaHae$a,  p.  S. 


Digitized  by 


Google 


248  QUABTEBLT  JOURNAL  OF  ECONOMICS 

paper  not  bearing  at  least  three  names.  The  contraction  was 
abready  stringent;  bnt  this  action  served  to  intensify  the 
difficulty,  for  not  only  was  it  almost  tantamount  to  a  refusal 
of  credit  to  commerce,  but,  owing  to  the  fact  that  numerous 
lesser  banks  were  accustomed  to  have  paper  rediscounted  at 
the  National  Bank,  a  refusal  to  do  this  at  a  time  when  they 
were  already  hard  pressed  left  them  in  a  precarious  position. 
(b)  Into  this  general  state  of  affairs  in  January  came  a  new 
disturbing  element,  the  fear  of  immediate  war.  The  loans 
which  Italy  had  made  had  vastly  increased  her  indebtedness 
abroad,  as  the  following  figures,  shovmig  the  foreign  payments  * 
for  interest  by  the  State  from  year  to  year,  will  indicate :  — 


1861  . 

.  .  86mU.Ul« 

1864  . 

.  .  89iniLUl« 

1862  . 
1868  . 

.  .  55   " 

.  .  60   " 

1866  . 

.  .  86   *• 

Hentef  was  now  rapidly  falling.  It  had  ranged  at  about 
65  during  the  year  1865 ;  but  in  February,  1866,  it  had  fallen 
to  61,  and  timid  foreign  holders,  recognizing  the  straits  in 
which  the  Italian  government  was  laboring,  and  the  near 
approach  of  war,  were  returning  rente  to  the  Italian  market, 
in  order  to  realize.  The  director  of  the  National  Bank  ex- 
pressly declared  t  to  the  Committee  of  Inquiry,  and  his  decla- 
ration was  agreed  to  by  the  four  other  great  banks, —  the 
National  Bank  of  Tuscany,  the  Tuscan  Credit  Bank,  the  Bank 
of  Naples,  and  the  Bank  of  Sicily, —  that  at  this  time  foreign 
bankers  no  longer  kept  Italian  paper  in  their  portfolios,  having 
foreseen  the  probable  suspension,  but  were  sending  it  back 
into  Italy  to  be  sold  at  a  loss,  and  that  in  April,  1866,  Italian 
bonds  could  not  be  negotiated  abroad.  This  return  movement 
undeniably  produced  a  considerable  effect  in  Italy,  particularly 
in  the  great  cities  of  the  north.  Still,  its  influence  was  noth- 
ing extraordinary,  as  is  sometimes  maintained.  The  country 
was  not  flooded  with  returning  rente  and  bills.  The  rate  of 
exchange  §  just  prior  to  the  suspension,  which  was  1^  below 
par  on  Paris,  and  on  London  24.80  (par  25.22),  shows  clearly 
that  the  amount  of  paper  sent  back  was  not  excessive. 

•  BeUwUmef  p.  6.  t  Anmunrio,  1884,  Table  XIH. 

}  Inchimtat  etc.,  yoL  i.  p.  888,  testimony  of  the  Director  of  the  National  Bank. 
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(c)  Bat  the  contraction  of  credit  visible  in  January  grew 
little,  if  any,  easier  as  the  days  went  on.  The  Nationd  Bank 
found  its  restrictions  insufficient,  and  later,  in  March  and 
April,  was  forced  to  suspend  its  advances  and  discounts  almost 
entirely.  This  left  commerce  in  a  desperate  state.  A  heavy 
pressure  existed  on  all  the  banks,  caused  by  the  steady  with- 
drawal of  deposits  and  the  effort  to  change  notes  into  gold. 
For  instance,  the  following  table  *  of  the  five  principal  banks 
in  the  kingdom  shows  a  strong  falling  off  in  deposits  and 
running  accounts:  — 

D001 81, 188B.  JprUm^VM, 

Nfttional  Bank, 18.3  M.7 

Nfttional  ToBoan  Bank, 10^  8.1 

Bank  of  Naples, 48.9  86J 

BankofSioUy, 18.2  17J 

Tuscan  Bank  of  Credit, 8.9  1.8 

9M  SM 

The  increase  in  the  figures  of  the  National  Bank  is  to  be 
accounted  for  by  the  fact  that  funds  taken  from  the  smaller 
banks  were  put  there  for  greater  security.  But  a  falling  off 
of  11  miL  in  a  total  of  98  mil.  within  four  months  is  certainly 
an  evidence  of  poor  credit  conditions.  The  change  is  even 
more  striking,  if,  on  account  of  its  peculiar  position,  we  omit 
the  National  Bank  in  our  reckoning ;  for  we  then  have  a  total 
for  the  remaining  banks,  on  December  31,  1865,  of  80.2  mil.  as 
against  a  total  of  62.6  mil.  on  April  30,  1866,  or  a  loss  within 
four  months  of  17.6  mil. 

{d)  In  addition  to  what  we  have  just  described  as  a  general 
crisis,  there  now  came  what  may  be  called  a  special  crisis. 
The  great  contraction  of  credits  everywhere,  and  the  flow  of 
rentes  and  bills  back  into  Italy,  together  with  the  restrictions 
of  the  National  Bank  on  its  discounts  and  advances,  began  to 
shake  the  position  of  some  of  the  large  credit  banks,  particu- 
larly in  Turin  and  Gtonoa.  The  Credito  MobUiare^  for  instance, 
in  Turin  saw  its  running  accounts  f  at  interest  fall  to  about 
one-third  in  four  months:  1866,  January,  22.8  mil. ;  February, 
21.7  mil.;  March,  20.8  mil.;  April,  15.8  mil.;  May,  8.5  miL 
One  notes  at  once  that  the  decrease  of  7  mil.  from  January  to 
May  is  equal  to  the  increase  shown  above  in  the  accounts  of 

•  /fieMMfo,  etc.,  Tol. !.  p.  391.  t  md,,  toI.  i.  p.  296. 
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the  National  Bank  daring  the  same  period.  All  banks  dealing 
in  commercial  paper  of  any  sort  were  hard  pushed.  Those, 
however,  which  had  been  accustomed  to  rely  on  the  National 
Bank  were  in  a  doubly  unfortunate  position,  for  this  latter 
institution  could  now  no  more  than  take  care  of  itself. 

(0)  The  contraction  grew  more  and  more  stringent.  On 
April  18,  the  Chamber  of  Commerce  at  Alexandria  advised* 
that  the  National  Bank  enlarge  its  discounts ;  but  this,  under 
the  circumstances,  was  impossible.  At  the  end  of  April, 
the  climax  f  was  in  sight.  On  April  27  and  28,  the  Credito 
Mobiliare  of  Milan  and  that  of  Florence,  the  Banco  di  Sconto 
in  Turin,  and  other  similar  institutions,  were  violently  assailed 
by  the  public.  On  April  29  and  80,  letters  and  telegrams  were 
received  by  the  Minister  of  Finance  from  Oenoa,  announcing 
colossal  failures  in  that  city  unless  the  government  should 
adopt  extraordinary  measures  for  the  relief  of  the  banks  and 
the  protection  of  their  specie  reserves.  A  peculiar  impor- 
tance, it  should  be  said,  attaches  to  these  events,  in  that  the 
commerce  of  Italy  centres  mainly  around  a  few  large  cities  in 
the  north,  and  that  it  was  just  here,  in  the  worst  possible 
place,  that  the  special  trouble  existed.  And  in  the  already 
gloomy  and -depressed  state  of  trade,  and  with  a  war  almost 
at  the  door,  there  could  be  no  knowledge  where  the  failures, 
once  b^un,  would  end,  or  how  far-reaching  would  be  their 
financial  and  moral  effects. 

This,  briefly  stated,  was  the  position  of  affairs  on  April  30, 
1866,  when  the  war  was  declared. 

From  the  minister's  point  of  view,t  the  situation  left  little 
room  for  doubt.  It  was  true,  indeed,  as  Scialoja  declared  to 
the  Committee  of  Inquiry,  that  the  payment  of  the  July  quar- 
ter of  rente  was  assured ;  §  but  there  then  remained  in  the 
Treasury  but  95.8,  of  which  only  28  mil.  was  in  specie.  As  to 
further  resources,  everything  was  discounted  except  certain 
taxes  whose  amount  for  the  current  year  could  not  be  imme- 
diately recovered.    Leaving  aside  all  question  concerning  195 

•InoMmta,  etc.,  vol.  ii.  p.  96.  t/Md., toL  U.  p.  88 •« Mff. 

X  Ibid.,  ToL  lit,  Solalo]a*8  testiinony,  pp.  464-472. 
}/M(i.,T0Lii.  pp.20,21. 
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mil.  of  treasury  bonds  which  were  in  circulation, — of  these,  80 
mil.  falling  due  in  May  and  June, —  he  estimated  that  the  war 
with  Austria  would  call  for  600  mil.,  and  that  the  government 
needed  300  mil.  more.  Here,  then,  was  a  need  for  900  mil.  in 
the  presence  of  a  cash  balance  of  95.8  mil.  at  the  outside.  A 
loan  was  out  of  the  question ;  for  the  loan  of  250  mil.  which 
the  goyemment  had  tried  to  make  in  March  had  proved  impos- 
sible, and  things  were  far  worse  now.  No  encouragement 
could  be  drawn  from  the  public.  During  April,  the  crisis  had 
grown  almost  hourly  more  intense.  Foreign  merchants  refused 
to  give  credit,  and  were  sending  in  their  demands  to  be  col- 
lected at  any  price.  In  the  general  panic,  information  came  of 
the  imminence  of  failures  of  the  highest  importance,  if  certain 
banking  houses  were  not  protected.  What  could  the  minister 
do,  with  Italy  unable  to  borrow,  industry  calling  for  help,  and  a 
great  war,  involving  the  national  existence,  to  be  fought  ?  One 
obvious  way  out  of  all  these  difficulties  was  still  open,  and  the 
culmination  of  events  left  no  choice  but  to  take  it.  On  April 
30,  Parliament  voted  with  but  one  dissenting  voice  to  give  the 
minister  power  to  take  extraordinary  means  to  carry  on  the 
war ;  and  on  May  1  the  forced  currency  was  decreed.  The 
public  received  the  announcement  with  satisfaction,  and  the 
Chambers  of  Commerce  of  Florence  and  Qenoa  voted  thanks 
to  the  minister. 

From  the  point  of  view  of  the  Committee  of  Inquiry  in 
1868,  the  situation  presented  a  far  different  aspect.  Obviously, 
the  treasury  was  not  insolvent,  and  therefore  did  not  need  the 
cor$o  forzoso.  As  to  the  economic  conditions  of  the  country, 
the  committee  declared  that  the  general  crisis  was  lighter,  or 
at  least  was  no  more  severe  in  April  than  in  January ;  that  the 
amount  of  the  returning  rente  and  bills,  when  compared  with 
the  total  amount,  was  insignificant ;  and  that  the  special  crisis 
was  due  to  but /bur  banks,  whose  difficulties  were  owing 
mainly  to  their  own  mismanagement.  After  this  summary 
disposal  of  the  salient  facts,  the  conmiittee  naturally  concluded 
that  the  forced  currency  was  not  demanded  on  economic 
grounds.  The  one  point  remained,  then,  how  to  find  money 
for  the  war.  This  was  easily  done.  The  days  just  before  the 
war  were  days  of  extraordinary  enthusiasm  and  great  patriotic 
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fervor,  when  party  disappeared,  and  all  men  were  alike  eager 
for  a  struggle  that  would  free  Yenetia  from  Austrian  tyranny 
and  consmnmate  Italian  unity.  These  pleasing  emotions,  the 
committee  thought,  should  have  been  turned  to  practical  ac- 
count. Either  a  voluntary  loan  should  have  been  made  for 
the  support  of  the  war,  or,  if  such  a  loan  seemed  likely  to  prove 
unsuccessful,  then  a  forced  loan  should  have  been  levied  on 
the  better  provided  classes. 

Both  of  these  views,  so  far  as  they  concern  the  economic 
situation  of  the  country,  are  unquestionably  exaggerated.  The 
minister  undoubtedly  overestimated  the  amount  of  panic  pre- 
vailing, and  the  committee  undoubtedly  underestimated  it. 
The  truth  lies,  as  our  statement  has  tried  to  show,  somewhere 
between  the  two. 

We  have  already  said  that  we  do  not  propose  here  to  make 
any  attempt  to  answer  definitely  the  question  whether  or  not 
the  forced  currency  was  a  necessity.  Such  an  attempt  lies 
obviously  far  beyond  the  necessary  limitations  of  this  article. 
We  may,  however,  obtain  a  much  sharper  view  of  the  problem, 
if  we  examine  it  in  the  light  of  the  means  proposed  for  its 
solution.  What  were  the  real  facts  of  the  situation,  so  far  as 
we  know  them  ?  They  were  these :  Jirst^  the  position  of  the 
treasury  was  solvent,  but  it  could  do  little  more  than  care 
for  its  ordinary  daily  needs;  second^  a  severe  contraction  of 
credit  existed,  owing  to  a  general  crisis,  which  was  more  or 
less  intensified  by  the  returning  rente  and  bills ;  thirds  a  special 
crisis  of  some  magnitude  existed  in  the  very  heart  of  commer- 
cial Italy ;  and,  fourth^  a  war  had  just  been  declared  which 
would  demand  at  least  600  mil.  for  its  support.  Now,  let  us 
further  ask.  How,  given  these  data,  could  the  sum  required  for 
the  war  best  be  secured  ?  Since  a  foreign  loan  was  admittedly 
impossible, —  rente  ^  stood  at  43.90  in  Turin  on  the  day  before 
the  suspension, —  there  were  but  two  ways  left:  either  to 
declare  the  corso  forzoeo  or  to  rely  upon  a  loan,  voluntary  or 
forced.  The  advantages  of  the  forced  currency  are  obvious, 
and  also  the  disadvantages.     We  need  attempt  no  particular 

•IMMkiflM  mMa  OreolaHons  Ca/rtaoeot  p.  8;  and  see  diagram*  Ifrkl.,  p.  SO, 
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elaboration  of  the  one  or  of  the  other.  There  conld  be  bat 
one  reason  sufficient  to  justify  its  introduction,  and  that  of  a 
negative  sort ;  namely,  that  the  other  means  proposed  seemed 
unavailable.  So  far,  therefore,  as  an  examination  of  the  ques. 
tion  is  possible  for  us  here,  our  problem  will  lie  in  the  consid- 
eration of  the  voluntary  and  of  the  forced  loan. 

We  may  simplify  the  inquiry  still  further  by  putting  out  of 
mind  any  thought  of  a  voluntary  loan.  Italy  may  indeed  have 
been  half-mad  with  enthusiasm ;  but  enthusiastic  patriotism  is 
a  feeling  widely  separated  from  pocket  patriotism.  Without 
doubting  for  a  moment  the  sincerity  and  depth  of  the  patriotic 
feelings  of  the  Italians,  we  have  no  reason  to  believe  that  a 
voluntary  loan  would  have  yielded  any  appreciable  amount  of 
money.  Voluntary  loans  are  seldom,  if  ever,  successful.  There 
have  probably  been  few  populations  so  stirred  to  the  depths  as 
the  German  in  the  beginning  of  the  war  of  1870-71.  Tet  the 
German  voluntary  loan  yielded  only  a  few  hundred  thalers  I 
We  will  go  on  the  supposition,  therefore,  that  a  choice  existed 
only  between  the  ecTBoforzoMO  and  relying  upon  a  forced  loan. 

The  main  objections  against  relying  upon  a  forced  loan  sum 
themselves  up  in  the  present  writer's  mind  to  three  in  number, 
together  with  a  preliminary  difficulty.  These  are :  first,  the 
strong  chance  that  the  forced  currency  must  be  decreed  under 
any  circumstances ;  second^  the  probability  that  a  forced  loan 
would  prove  insufficient;  and,  thirds  the  serious  risks  that 
were  necessarily  involved  in  a  forced  loan.  We  will  touch 
upon  these  very  briefly  in  order. 

The  preliminary  difficulty  lay  in  the  collection  of  the  forced 
loan.  To  say  nothing  of  the  fact  that  it  must  be  raised  from 
a  country  which  was  in  a  half -panic  condition  and  taken  from 
a  people  whose  taxes  had  almost  doubled  in  five  years,  the 
returns  from  such  a  loan  would  require  considerable  time  for 
collection, —  at  least,  the  fifteen  days  required  in  an  anticipa- 
tion of  the  ground  tax.  This  delay  was  inevitable,  and  it 
involved  the  objection  that  the  minister  could  feel  no  certainty 
that  either  the  war  or  the  panic  would  wait  until  he  was  ready 
to  receive  them.  Still,  we  may  pass  over  this  difficulty  with  a 
mere  mention ;  for  it  was  of  little  weight  when  compared  with 
the  other  considerations. 
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The  first  objection  xjorged  was  that  a  strong  chance  existed 
that  the  suspension  wonld  have  come  under  any  circumstances, 
even  though  it  had  not  been  directly  necessitated  by  the  war. 
For  consider  what  Italy's  general  movement  had  been.  Italy 
began  her  national  career  with  a  debt  of  2,300  mil.,  and  in  the 
first  five  years  of  her  existence,  in  spite  of  the  most  desperate 
efforts,  was  forced  to  double  this  by  the  addition  of  2,500  miL 
more  of  nominal  debt  from  loans.  The  foreign  trade  during 
all  these  years  had  been  moving  strongly  against  her.  Lanza, 
a  leading  deputy  in  the  Italiai^  Parliament,  declared  *  to  the 
Conmiittee  of  Inquiry  that  the  causes  of  the  suspension  were 
clearly  in  operation  as  far  back  as  1861.  Affairs,  however, 
had  grown  worse  and  worse.  If  a  forced  currency  seemed  to 
be  coming  in  1864,  certainly  it  must  have  been  close  at  hand 
in  1866,  when,  under  conditions  infinitely  more  severe,  with  a 
treasury  unable  to  do  more  than  barely  care  for  its  own  needs, 
there  came  an  imperative  demand  for  600  mil.  for  the  war. 
But  whether  it  was  necessary  or  not  is  not  here  the  point. 
All  that  is  here  called  to  view  is  that  the  general  movement 
had  been  rapidly  downwards.  If  we  omit  the  other  considera- 
tions, a  country  which  lives  on  foreign  loans,  secured  only  by 
the  payment  of  a  high  premium,  is  surely  generating  the  ne- 
cessity of  a  forced  currency.  There  could  be  but  one  reason 
sufficient  to  justify  ignoring  this  obvious  tendency;  and  this 
would  lie  in  the  hope  that,  if  the  war  were  struggled  through 
with  somehow,  without  recourse  to  a  forced  paper,  Italy  after 
the  war  could  continue  to  hold  a  specie  basis.  Certainly,  we 
have  reasonable  ground  for  doubting  this.  A  successful  war 
would  undeniably  bring  its  benefits.  The  long  struggle  with 
Austria  would  be  at  an  end,  and  Yenetia  would  be  united 
with  the  new  kingdom.  But  these  benefits,  financially  speak- 
ing, could  not  be  realized  for  years  to  come.  So  far  as  any 
immediate  financial  change  was  concerned,  little  could  be 
expected  but  a  repetition  of  the  old  story  of  deficits  and  loans, 
and  an  unfavorable  foreign  trade.  If  Italy  before  the  war,  and 
even  before  the  fear  of  war,  was  moving  steadily  and  rapidly 
towards  suspension,  there  was  little  reason  for  hope  that  Italy, 
after  the  war  was  done,  loaded  down  with  new  burdens  and 

•  JneMettOi  etc.,  toL  ill.  p.  t86. 
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perhaps  impoyerished,  would  be  in  any  better  sitaation.  On 
the  contrary,  the  new  debt  and  the  burdens  of  the  war  would 
leave  the  country  worse  off  than  before.  Every  element  which 
had  been  making  towards  suspension  before  the  war  would  have 
been  making  towards  it  afterwards  with  added  strength. 

The  truth  of  this  may  be  seen  by  the  actual  facts.  Italy's 
finances  showed  little,  if  any,  improvement  for  at  least  three  or 
four  years.  As  it  was,  with  a  war  favorable  beyond  expecta- 
tion and  short  beyond  hope,  the  budget  deficits  until  1870  grew 
but  little  smaller,  and  this  in  spite  of  every  exertion,  in  spite  of 
rigid  economy,  and  in  spite  of  the  most  severe  taxation, —  tax- 
ation touching  almost  every  article  that  entered  into  either  the 
essentials  or  the  enjoyments  of  the  people,  bread,  meat,  salt, 
fruits,  tobacco.  Not  until  the  year  of  the  occupation  of  Rome 
(1870)  did  Italy  begin  positively  to  forge  ahead.  And  the 
real  cause  of  this  new  progress  lay  primarily,  in  the  writer's 
view,  not  in  Italy  at  all.  It  lay  rather  in  the  speculation  and 
in  the  demand  for  investment  brought  about  by  the  Franco- 
Prussian  war  and  the  after  payment  of  the  French  indemnity. 
A  species  of  hot-house  growth  of  credit  and  industry  was 
caused,  which,  disastrous  to  other  countries,  was  yet,  owing  to 
Italy's  peculiar  conditions,  on  the  whole  both  advantageous 
and  healthful  for  her.  The  current  of  events  before  1866, 
then,  was  unquestionably  sweeping  Italy  towards  suspension. 
There  could  have  been  little  reason,  at  least  at  the  time  when 
the  suspension  was  decreed,  to  believe  that  this  current  would 
change  its  course.  Affairs  had  to  grow  worse  before  they 
could  grow  better ;  and,  on  the  whole,  we  may  perhaps  not 
unreasonably  conclude  that,  so  far  as  could  then  be  seen,  even 
if  the  war  did  not  directly  necessitate  a  forced  paper,  this 
must  probably  have  been  Italy's  destiny  in  the  end. 

We  pass  now  to  the  second  objection.  Apart  from  the 
general  drift  of  affairs,  there  was  a  strong  probability  that  the 
forced  currency  would  be  rendered  necessary  by  the  utter  in- 
sufiiciency  of  the  forced  loan  to  carry  on  the  war.  Of  course, 
the  war  was  surprisingly  short.  Austria's  military  strength 
was  rated  second  only  to  that  of  France.  No  one  even 
dreamed  that  the  struggle  would  last  but  six  weeks;  and, 
indeed,  if  before  the  war,  when  Prussia's  military  strength 
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was  a  practically  unknown  factor,  any  one  had  prophesied  bo 
■peedy  a  termination,  his  words  would  have  seemed  mere 
nonsense.  The  whole  question  of  victory  or  defeat  lay  in  the 
doubtful  strength  of  Prussia,  for  all  that  Italy  could  do  at 
best  was  to  make  as  large  as  possible  the  number  of  Austrians 
required  to  give  her  a  sound  drubbing.  If  now,  as  at  the  time 
seemed  so  likely,  the  war  were  either  disastrous  or  prolonged, — 
if,  for  instance,  Austria  could  have  held  Prussia  at  bay,  so  that 
her  army  after  the  victory  at  Gnstozza  and  her  fleet  after  the 
victory  at  Lissa  could  have  overwhelmed  Italy  in  a  war 
which,  for  existence's  sake,  Italy  must  yet  fight  to  the  bitter 
end, —  would  one  forced  loan,  or  two,  or  three,  have  been  suffi- 
cient to  enable  Italy  to  continue  such  a  struggle  ?  Obviously 
not.  As  it  was,  the  war,  though  so  unexpectedly  short,  cost  * 
some  870  mil.  lire.  It  is  doubtful  if  more  than  one  forced 
loan  could  have  been  successfully  made.  Certainly,  in  view 
of  Italy's  position,  a  long  war  could  not  be  fought  through  on 
loans  alone.  How,  then,  could  the  expenses  have  been  met? 
There  is  but  one  answer.  If  the  war  were  prolonged,  the 
forced  currency  must  be  declared. 

Both  of  tiiese  considerations  deserve  careful  attention, 
althoagh  they  do  not  directly  touch  the  real  root  of  the  prob- 
lem.  We  seize  this  when,  in  the  third  place,  we  come  to 
consider  the  serious  risks  connected  with  a  forced  loan  in  view 
of  the  economic  situation  of  the  country.  Reliance  upon  a 
forced  loan  meant  that  the  Government  would  do  nothing  to 
ease  credit  or  to  lighten  the  existing  strain,  and  that  it  would 
leave  to  their  fate  the  banks  which  were  calling  for  aid.  This 
was  a  very  grave  matter.  There  are  three  points  in  the 
economic  situation  to  be  considered.  We  know,  first,  that 
credit  was  in  general  severely  strained,  that  every  measure  the 
National  Bank  had  taken  looking  towards  its  own  safety  had 
made  the  distressed  situation  of  commerce  more  precarious, 
that  the  already  strong  demand  for  gold  was  being  increased 
by  the  need  of  the  Government,  on  the  verge  of  war,  to  make 
purchases  in  specie,  and  that  the  sinking  of  deposits  and  run- 
ning accounts  showed  an  actual  feeling  of  panic.  We  know, 
second,  that,  if  certain  credit  banks  were  not  supported,  their 
failure  was  inevitable,  that  with  them  would  go  down  the 

•Sach8,I.'/<(ai«,p.60. 
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interests  dependent  on  them,  and  that,  from  their  position  in 
the  very  heart  of  Italy^s  industrial  life,  their  failure  might  have 
crippled  industrial  and  commercial  interests  throughout  the 
peninsula.  In  itself,  however,  neither  of  these  considerations 
is  strong  enough  to  call  for  a  suspension;  but  it  was  the 
introduction  of  a  third  element  which  gave  them  their  vital 
importance.  This  new  factor  was  simply  this :  that,  after  the 
panic  had  had  full  play,  the  war  had  still  to  be  fought  and 
the  money  for  its  support  had  still  to  be  raised.  In  a  time  of 
peace,  the  situation  would  have  been  grave  enough  to  rouse 
deep  apprehension.  But,  if  the  forced  loan  were  made  the 
chief  reliance  before  the  war  had  even  begun,  commercial 
interests,  if  not  prostrated,  would  at  least  be  severely  crippled, 
while  the  expenses  of  the  war  would  be  left  entirely  unpro- 
vided for. 

So  far  then  as  the  question  was  one  of  temporary  expedi- 
ency, there  was  little  room  for  doubt.  A  forced  currency 
would  tide  the  State  and  the  banks,  together  with  the  people, 
over  their  present  difficulties,  and  would  send  Italy  into  the 
war  free  from  any  danger  of  ruin  going  on  at  home.  Further, 
the  suspension  would  protect  the  specie.  Italy  could  not  afford 
to  be  stripped  of  the  precious  metals ;  but  a  disastrous  or  a  pro- 
longed war  would  have  swept  the  gold  out  of  Italy  as  leaves 
are  blown  before  a  storm.  Beyond  doubt,  if  there  was  any 
immediate  prospect  of  the  corso  forzoBO^  it  was  wiser  to  decree 
it  then,  when  it  would  save  the  country  from  danger  of  com- 
mercial disaster,  when  it  would  give  the  Grovemment  instant 
means  for  carrying  on  the  war,  and  when,  by  protecting  the 
specie,  it  would  leave  Italy  in  the  end  in  an  easier  position. 
So  far  as  the  question  was  one  of  a  broader  expediency,  looking 
beyond  the  temporary  distress  to  the  future,  perhaps  quite  as 
much  may  be  said.  First  of  all,  there  was  tiie  strong  doubt 
whether  Italy  could  hold  to  the  specie  basb  under  any  circum- 
stances. Then  there  were  the  multifold  considerations  to  the 
effect  that  Italy  was  in  too  distressed  a  condition  to  sacrifice 
anything  for  the  future,  and  that  the  burden  of  a  forced  paper, 
even  though  ultimately  heavier,  could  be  easier  borne  than  the 
present  burden,  since  the  effort  would  be  extended  over  a 
long  period, —  and  there  is  something  to  be  said  concerning 
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the  intensity  of  a  financial  strain  as  weU  as  concerning  its  dura- 
tion. Finally,  it  is  right  to  mention  the  view  of  those,  like 
Scialoja,  who  believed,  contrary  to  what  proved  to  be  the  case, 
that,  if  once  this  vital  crisis  were  tided  over  by  means  of  the 
forced  currency,  Italy  could  rapidly  put  herself  again  on  a 
specie  basis,  and  be  but  little  the  worse. 

So  much,  then,  for  a  statement  of  Italy's  position  and  pros- 
pects on  the  day  of  suspension.  The  subject,  though  accurately, 
has  yet  from  necessity  been  too  vaguely  handled  to  enable  us 
to  draw  any  legitimate  conclusion  from  what  has  been  said. 
The  view  of  the  present  writer,  however,  may  perhaps  be 
given;  and  it  is  this, —  (a)  that,  in  any  absolute  sense,  the 
suspension  was  not  necessary.  Italy  could  probably  have 
gone  through  the  war  and  found  herself  at  the  end  without  a 
paper  currency.  Such  a  conclusion,  however,  is  barren  and  of 
little  value,  for  our  question  is  not  one  of  necessity  nor  of  what 
from  the  stand-point  of  after  events  appears  reasonable,  but 
solely  what  at  the  time  seemed  most  expedient  for  the  best 
interests  of  the  country,  (b)  That,  in  any  broad  sense,  the 
suspension  was  the  wiser  course.  Taking  into  consideration 
the  general  movement  and  prospects  of  Italy,  the  question  of 
the  war,  and  ihe  distressed  economic  situation,  the  conclusion 
that  a  forced  currency  was  demanded  seems  a  natural  one. 
Undoubtedly,  it  would  have  been  better  if  some  way  not 
involving  long-continued  loss  could  have  been  found.  Un- 
doubtedly, it  is  hard  to  be  obliged  to  discount  the  future. 
But  the  desperate  conditions  actually  existed.  There  was  only 
a  choice  between  evils.  The  choice  does  not  seem  to  have 
been  made  lightly ;  and,  in  the  view  of  the  present  writer  at 
least,  it  was  made  of  the  lesser  evil.  Still,  when  all  has  been 
said,  the  question  is  an  open  one ;  and  such  it  will  probably 
remain. 
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SOME  ASPECTS  OF  THE  TARIFF  QUESTION. 

The  protectiye  policy  of  the  United  States  has  had  un- 
expected successes  and  surprising  failures.  ^^  Success  "  in 
this  connection  may  be  taken  to  mean  that  duties  have 
brought  about  a  considerable  development  of  the  pro- 
tected industry,  while  *^ failure''  describes  those  cases 
where  there  has  been  an  absence  of  such  a  development. 
It  need  not  be  said  that  such  success  does  not  necessarily 
imply  advantage  to  the  community  at  large :  it  indicates 
only  that  the  object  in  view  has  been  attained  by  the  pro- 
tective measures.  There  have  been  curious  differences 
in  the  extent  to  which  this  primary  object  has  been  at- 
tained; and  the  results  have  varied  not  only  in  different 
branches  of  manufactures,  but,  what  is  more  surprising, 
in  different  sorts  of  agricultural  production.  The  pres- 
ent paper  aims  to  give  some  account  of  the  more  note- 
worthy of  these  cases,  and  to  point  out  that  underneath 
them  all  lies  a  common  principle,  and  one  not  unfamiliar 
in  economics. 
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The  oensns  fig^ores  show  very  clearly  what  is  the  situation. 
The  production  of  flax  fibre  in  the  United  States  in  the 
census  years  was :  — 

In  1860, 8,860  tons. 

"  1860, 2,860    « 

•*  1870, 18,600    « 

«  1880, 800    « 

The  small  quantity  of  flax  now  raised  is  of  coarse  quality 
and  quite  unsuited  to  the  making  of  linen  cloth.  Mean- 
while, importation  continues  steadily.  The  imports  of 
flax  fibre  were  in  1886  8J00  tons,  and  in  1887  nearly 
6,000  tons. 

What,  now,  is  the  explanation  of  a  state  of  things  so 
different  firom  that  which  prevails  as  to  most  agricultural 
products?  We  get  hints  towards  a  solution  of  the  prob- 
lem by  examining  the  conditions  under  which  flax  is 
raised  in  foreign  countries.  In  the  first  place,  flax  is 
eminently  a  product  of  intensive  culture,  and  is  grown 
in  countries  like  Belgium  and  France,  whose  agriculture 
is  typical  of  intensive  culture.*  A  laborious  and  careful 
preparation  of  the  ground  is  required.  Several  ploughings 
and  harrowings  are  called  for ;  for  the  best  flax,  the  land 
is  trenched  by  spade.  The  ground  must  be  carefully 
weeded,  and  *^in  Belgium  the  weeding  is  done  by  hand, 
when  the  plants  are  a  few  inches  high,  by  women  and 
children  who  crawl  about  on  their  hands  and  knees,  with 
cloths  to  protect  them  firom  the  ground,  working  always 
towards  the  wind,  so  that  the  plants  may  be  at  once  blown 
back  to  an  upright  position."  From  twenty-five  to  thirty 
tons  of  manure  per  acre  are  ploughed  in,  and,  in  addition, 
liquid  manure  is  applied.    The  harvest  is  as  laborious  as 

*Tli6  iMrt  fun  aoooanfc  of  tlie  methods  of  eohiTatiiig  flax  and  hemp  is 
firen  in  the  report  of  the  eommi«ioo  iHppainted  by  Congreet  during  the  CHtU 
War.  The  report  is  in  SenaU  Exte^v  DocmmenU  (1864-6S),  No.  85.  A 
briefer  and  neefnl  aeooont,  from  whioh  we  quote  in  the  following  pages, 
has  been  eondaased  from  this  sonree  and  others  by  Mr.  Whitman  in  his  Flax 
Oftkmt. 
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the  preparation.  The  plants  are  pulled  by  the  roots,  for 
catting  by  machine  or  by  scythe  spoils  the  fibre;  and, 
moreover,  the  part  of  the  plant  nearest  the  ground,  which 
is  lost  by  cutting,  contains  the  best  fibre.* 

The  process  of  preparing  flax  for  market,  however,  is  by 
no  means  completed  when  it  has  been  taken  from  the 
ground.  It  must  first  be  rotted,  then  scutched,  finally 
hackled.  Rotting  consists  in  immersing  the  plants  in 
water,  and  thereby  loosening  the  coarse  external  covering 
from  the  inner  fibre  which  is  to  be  converted  into  linen. 
In  the  United  Stateis,  this  has  been  done  for  both  flax  and 
hemp  by  ^*  dew-rotting," — that  is,  leaving  the  plants  ex- 
posed to  the  dew  in  the  fields;  but  this  method,  while 
simple  and  easy,  makes  poor  fibre.  Fibre  of  good  quality 
can  only  be  made  by  immersion  during  from  five  to  ten 
days  in  water,  which  becomes  foul  and  noisome  from  the 
decomposition  of  the  plants.  **  The  flax  is  then  removed 
from  the  pools,  and  in  this  operation  too  much  care  can- 
not be  used.  Hooks  or  pitchforks  injure  the  fibre,  and 
the  bundles  must  be  handed  out  by  a  man  who  stands  in 
the  now  disgusting  pool.'* 

These  bundles  when  dried  are  ready  for  the  next  operar 
tion,  scutching,  by  which  the  inner  woody  pith  of  the 
plant  is  removed.  The  ancient  method  of  doing  this  was 
simply  to  beat  the  stalks  with  dubs,  and  the  reader  of 
Tourgu^nefiTs  novels  need  not  be  told  that  this  method  is 
still  used  in  Russia.  Elsewhere,  machines  are  in  use,  but 
only  to  a  slight  extent.  Machines  for  breaking  up  the 
pith  seem  easy  to  get,  and  are  simple  enough ;  in  Ireland, 
this  part  of  the  process  is  carried  out  by  putting  the  stalks 
under  cart-wheels.  But  scutching  proper,  the  removal  of 
the  broken  pith,  is  generally  done  by  hand,  ^^  by  beating 
the  fibre  with  a  blunt  knife  while  it  is  held  over  the  edge 

*Iii  roaping  flaac,  "a  oarefnl  hand,  who  oaniei  his  scythe  low  and  cuts  a 
level  swath,  may  do  ezoeUent  work,  hnt  many  workmen  will  waste  too  much 
of  the  best  portion  of  the  stalk  by  leaving  a  high  and  oneTenstubUe."  B^pori 
<]f  CommUtion  1/I866,  p.  29. 
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of  a  sharpened  board.'*  *  Finally,  after  scutohing,  comes 
hackling,  which  corresponds  to  ^e  carding  or  combing  of 
wool  and  cotton,  and  which  leaves  the  clean  flax  fibre 
ready  for  spinning.  This  again  was  done  oniyersally  by 
hand  at  the  time  when  the  Commission  of  1865  reported ; 
and  Mr.  Whitman  tells  ns  it  is  still  done  ^*  mostly  by  hand 
even  in  large  mills.''  The  nature  of  the  fibre  apparently 
prevents  that  use  of  machinery  for  which  wool  and  cotton 
are  so  wonderfully  adapted. 

Hemp  and  flax  are  much  alike,  and  what  has  been  said 
in  regard  to  flax  applies  in  the  main  to  hemp.  Hemp  of 
good  quality  must  also  be  heavily  manured,  should  be 
pulled  or  cut  dose  to  the  ground,  water-rotted,  scutched, 
and  hackled.  Bounties  on  hemp  as  well  as  on  flax  were 
given  in  colonial  times,  and  duties  have  been  imposed  on 
it  without  interruption  since  the  formation  of  the  Union ; 
yet  hemp  of  the  finer  sort  has  never  been  raised,  and  has 
always  been  imported  in  considerable  quantities. 

It  should  be  noted,  however,  that  the  preceding  re- 
marks apply  only  to  the  cultivation  of  flax  and  hemp  for 
the  purpose  of  obtaining  good  fibre.  Flax  is  grown  in 
large  quantities  in  the  United  States  for  the  seed,  and 
hemp  of  coarse  quality  is  grown  in  considerable  quantities. 
Flax  for  seed  need  not  be  heavily  manured,  nor  need  the 
seed  be  thickly  sown ;  weeding  is  unnecessary ;  the  plants 
may  be  cut  by  scythe  or  machine ;  the  seeds  are  easily 
and  quickly  separated  from  the  fibre.  Seed  is  produced 
plentifully  under  these  conditions,  and  is  sold  to  oil  mills ; 

*  Report  df  1865,  p.  33.  Verj  reeently  (1885),  a  marfriiw  for  loiitoliioff  has 
bMn  inroited  In  F^Mwe,  whioh  it  Mid  to  -mtA  well.  A  prooaw  for  rotdnff 
with  warm  wmtor  has  alto  botn  inTanted  in  the  nme  oountry,  wfaioh  ie  aeid  to 
MTe  time,  to  diqKwe  of  laife  niMMe  of  ftVre  at  ooee,  and  to  prodnee  good 
quality.  Bqwrf  i^Flax  amd  Hemp  Spimierg*  ami  Oroweni*  Aitoeiationfor  1887, 
pp.  12-15,  25.  Attempta  to  supeiaede  tlie  old  methoda  haTO  been  numerons 
and  Idtherto  nnsneoeafal,  and  it  remaiaa  to  be  aeen  what  will  be  the  working 
of  theee  new  proeeMei.  If  raooeafnl,  tiiey  maj  aerre,  periu4M,  with  the  aid  of 
other  iutentioua,  to  bring  about  great  ohaagea  in  the  character  and  diitrilmtion 
«f  the  eoltnre  d  flax  and  hemp. 
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but  the  flax  straw  becomeB  ooane  and  almost  nseless, 
and  is  generally  burned  on  the  fields  or  sold  for  a  trifle. 
Hemp  cultivated  in  the  same  way,  and  then  dew-rotted, 
yields  a  coarse  fibre,  suitable  for  bagging  and  other  coarse 
fabrics ;  and  it  has  been  grown  for  such  uses  in  consider- 
able quantities,  mainly  in  Kentucky  and  Missouri.  In 
recent  years,  however,  jute  and  other  tropical  substitutes 
have  displaced  it  even  for  these  purposes,  and  its  cultivsr 
tion  seems  to  have  well-nigh  come  to  an  end.* 

The  cases  of  flax  and  hemp  are  not  unfamiliar,  for  gen- 
eral attention  has  been  called  to  them  by  the  present 
discussion  of  the  tariff  question.  There  is  another  in- 
stance, in  many  respects  similar,  to  which  reference  is 
rarely,  if  ever,  made.  This  is  the  failure  of  our  high 
duties  on  imported  sugar  to  stimulate  the  cultivation  of 
the  sugar  beet  and  the  manufacture  of  beet  sugar.  We 
have  always  had  duties  on  sugar,  and  they  have  generally 
been  high.  Since  the  Civil  War,  they  have  ranged  about 
fifty,  sixty,  even  seventy  per  cent,  on  the  value.  In  con- 
tinental Europe,  beet  sugar,  while  originally  much  stimu- 
lated by  protection,  has  been  able  for  many  years  to  hold 
its  own  in  competition  with  cane  sugar.  In  France,  the 
import  duty  on  cane  sugar  and  the  excise  tax  on  beet 
sugar  are  the  same.  In  Germany,  the  excise  is  but  little 
less  than  the  duty ;  and  in  both  countries  beet  sugar  sup- 
plies the  bulk  of  the  consumption.!    The  processes  for 

*  The  oeiuras  figures  of  tlieprodiiotion  of  lienq»  ace:  — 

ForlSBO, 86,000toiil. 

IMO, 74,000    <* 

1870, 18,000    «• 

1880, 5,000    •* 

The  Flmr  and  Hemp  A«ooiation  ReportB  state  the  prodnotioii  to  have  been : 

1111884, 8,600  tons. 

1888, 6,000    •• 

1886, 10,000   •< 

**  Jute  has  snpeiseded  American  hemp  or  flax  for  ha^rging  for  cotton,  and 
Manila  tjod  &Mal  hemp  are  used  in  place  of  American  hemp  for  cordage.*' 
Report  for  1885,  p.  26. 

t  The  ezceanTe  drawbacks  (often  called  bounties)  which  have  been  granted 
in  recent  years  on  the  exportation  of  beet  sugar  tnm  Germany,  France,  and 
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making  beet  sugar  are  public  property,  and  our  climate 
and  soil  are  as  well  suited  to  the  cultivation  of  the  beet 
as  are  those  of  Central  Europe.  Attempts  have  been 
made  in  Maine,  and  an  experiment  is  now  being  made  in 
Califomia  in  stimulating  beet  culture  and  making  beet 
sugar;  yet  not  even  a  beginning  has  been  made  in  dis- 
placing cane  sugar. 

For  an  explanation  of  this  phenomenon  also,  we  may 
turn  to  the  conditions  under  which  beets  are  raised. 
These  conditions  are  in  many  ways  similar  to  those  under 
which  flax  and  hemp  are  cultivated.*  The  ground  must 
be  thoroughly  prepared,  deeply  ploughed,  and  frequently 
hoed.  **  The  more  the  culture  approaches  that  of  a  gar- 
den, the  more  the  quantitative  and  qualitative  yield  will 
be  increased."  Between  ten  and  fifteen  tons  of  manure  to 
the  acre  are  applied,  and  are  supplemented  by  other  fer- 
tilizers. The  roots  are  not  ploughed  up,  but  only  loosened 
by  a  plough  run  between  the  furrows.  They  are  pulled 
by  hand,  and  care  must  be  taken  to  prevent  any  bruise  or 
cut,  which  may  cause  them  to  decay  when  stored.  The 
leaves  are  cut  off  in  the  field  by  a  knife.  Ten  or  twenty 
laborers  are  needed  to  pull  and  prepare  for  transportation 
in  one  day  the  roots  on  an  acre  of  land.  So  far  there  is 
an  obvious  analogy  to  the  cultivation  of  flax  and  hemp; 
but,  with  beets,  we  have  a  still  further  characteristic  of 
intensive  culture.  The  beet  cake  which  is  left  over  in  the 
sugar  factory  after  the  saccharine  matter  has  been  ex- 
other  eoontries,  haTe  ^iren  an  extnordiiytfy  stamnlni  to  tlie  prodiiotion  of  beet 
sugar.  But  this  episode  does  not  affect  the  p<nnt  considered  in  the  text ;  for, 
before  the  artifidal  stimnlns  began,  the  beet  sogar  industry  had  reached  a 
position  of  independence.  The  Sogar  Convention  of  last  year  (1888)  promises 
to  do  away  ocnnpletely  with  this  caose  of  oomplezity  in  sogar  prodoctioa. 

•89etkBeportantkeCvkmre<^tMe  Sugar  Bsefmade  to  the  Department  of 
Agricohors  in  1880  by  Mr.  William  McMortrie.  Qootatioos  in  the  text  are 
from  this  report,  onlesi  credited  otherwise.  An  ezeeUent  brief  accoont  is 
giren  by  E.  W.  Hilgard  in  the  Overkmd  MMdp,  toL  riiL  pp.  661-A74.  An 
accoont  of  the  beet  coltore,  designed  to  aid  its  introdnction  in  thii  country,  is 
giren  in  Mr.  L.  S.  Ware's  7%e  Swgar  B^  (Philadelphia,  1880), 
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traoted  is  a  valuable  food  for  cattle,  who  again  supply 
manure  for  further  cultiyation.  In  Germany,  it  is  com- 
mon to  combine  the  processes  of  beet-raising,  sugar-mak- 
ing, and  cattle-feeding  in  one  large  undertaking.  Where 
this  is  not  done,  the  beet  cake  is  often  exchanged  by  the 
sugar  factories,  weight  for  weight,  for  beet  roots.  Ob- 
viously, the  beet  cake  can  have  so  high  a  value  only  in 
countries  where  stall-feeding  is  universal,  or  at  least  very 
common,  and  grazing  land  scarce.  In  a  countiy  like  the 
United  States,  having  a  comparatively  thin  population, 
grazing  land  is  plenty,  and  cattle-food  correspondingly 
less  in  demand.* 

The  characteristics  of  the  branches  of  agriculture  which 
we  have  been  considering  are,  obviously,  intensive  cultiva- 
tion and  little  use  of  machinery.  The  American  farmer 
spreads  his  labor  and  capital  thin  over  a  large  sur&ce  of 
land;  and  he  uses  machinery  and  labor-saving  devices 
vastly  more  than  the  peasant  or  the  landed  proprietor  of 
continental  Europe.  It  is  generally  implied,  in  discus- 
sions of  our  international  trade,  that  the  extent  and  fer- 
tility of  our  soil  explain  our  great  agricultural  exports. 
This  is  true,  as  far  as  it  goes.  But  it  should  be  qualified 
by  adding  that  the  products  for  which  we  have  the  most 
decided  advantage  and  which  we  export  in  largest  quan- 
tity are  those  suited  not  only  for  extensive  cultivation,  but 
suited  also  for  the  liberal  use  of  agricultural  machinery. 

*Iii  recent  yearg,  experimentB  in  wiring  beet  sogar  hAve  been  auide  in 
California,  whidi  pronuee  better  than  anj  of  the  eariier  attempti.  A  small 
factory  at  AlYaiado  has  been  in  operation  for  a  number  of  yean,  and  has  paid. 
A  much  larger  factory  was  put  in  operation  in  1888  at  Watsonyille.  It  remains 
to  be  seen  whether  these  enterprises  will  snooeed  in  the  long  mn,  and  there  is 
a  farther  question  whether  they  wonld  sncoeed  if  the  duty  on  sugar  were 
repealed.  The  fact  that  sugar  from  the  Hawaiian  Islands  is  admitted  duty- 
free does  not  prevent  the  Cslifomian  bee^«ngar  enteiprises  from  getting  the 
practical  benefit  of  a  protectiTe  duty ;  for,  as  might  be  expected,  this  limited 
exemption  from  duty  has  not  brought  down  the  price  or  benefited  consumen. 
It  is  not  impossible  that  the  extraordinary  combination  of  soil  and  climate  in 
California  may  bring  about  a  development  which  could  not  be  attained  in 
other  parts  of  the  country. 
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Wheat  and  com  are  the  readiest  examples  of  sach 
products,  and  it  is  mainly  for  raising  these  that  we  have 
achieved  the  most  remarkable  triumphs  in  agricultural 
maohineiy.  Flax,  hemp,  and  beets,  on  the  otiier  hand, 
require  intensive  culture,  and  admit  of  little  aid  from 
labor-saving  devices.  The  causes,  therefore,* of  the  agri- 
cultural competition  of  America,  which  has  had  so  great 
an  effect  on  the  economic  history  of  the  last  fifteen  years, 
are  to  be  found  not  only  in  physical  conditions  of  soil  and 
climate,  but  also  in  those  moral  and  intellectual  differ- 
ences which  lead  the  American  to  use  better  tools  and 
more  machinery  than  his  European  competitor.  A  keen 
and  disinterested  observer  has  gone  so  far  as  to  refer  the 
severity  of  American  competition  solely  to  this  latter 
class  of  causes.*  The  American  farmer  uses  lighter  and 
better  tools ;  he  works  intell^ently  and  strenuously  while 
he  is  at  it ;  his  wagons  are  lighter  by  hal^  and  his  horses 
better  and  more  easily  harnessed ;  the  mowing  machine  is 
used  where  the  German  peasant  still  uses  the  scythe  or 
even  the  sickle;  ploughs  are  better;  reapers,  binders, 
threshers,  are  used ;  time  and  labor  are  saved  by  riding 
instead  of  walking,  by  windmills  and  piping  in  place  of 
the  constant  drawing  and  carrying  of  water  which  ex- 
haust the  German  agricultural  laborer.  Every  exertion, 
moreover,  is  more  strenuous  and  active;  the  German 
laborer  and  fieurmer  becomes  another  man  when  he  has 
lived  in  the  United  States  for  a  year  or  two. 

If  greater  use  of  machinery,  more  intelligent  use  of 
time,  and  steadier  exertion  were  of  equal  advantage  in 
all  branches  of  agriculture,  they  would  not  affect  interna- 
tional trade ;  but  they  tell  more  in  some  branches  than  in 

*H.  Semlar,  Die  wakrt  BedeiOMng  und  die  wiflcHckem  Uraachen  der  nord- 
amerikammAm  Canaarreiu^  Wismar,  1881.  The  pcefaoe,  bj  another  hand,  telle 
xm  tiiat  Mr.  Semler  ie  a  German  of  San  Franoiaoo,  **  who  haa  liTed  for  many 
yean  in  Tariooa  parte  of  Nordi  Ameriea,  and  haa  oheerred  He  oondHioBB  with 
the  eyee  of  a  man  of  wide  ezperienee.**  The  book  waa  written  with  tiie  objeei 
el  eonreying  a  Iweon  to  Qennan  agiienltine. 
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others.  The  Amerioan  fanner  tends  to  confine  his  agri- 
cnltore  to  those  products  for  which  they  tell,  and  the 
country  imports  agricultural  products  in  which  they  do 
not  telL  This  principle,  of  course,  does  not  apply  to  all 
the  characteristics  of  our  agriculture.  Peculiar  advan- 
tages of  soil  and  climate  suffice  in  some  cases,  of  which 
cotton  and  tobacco  are  the  most  obvious  and  important, 
to  give  a  superiority  little  affected  by  greater  efficiency  or 
intelligence.  But  the  most  striking  features  in  our  agri- 
cultural situation  seem  to  be  explained  by  this  line  of 
consideration ;  not  indeed  by  this  solely,  but  by  this  taken 
together  with  the  effects  of  a  wide  extent  of  virgin  and 
fertile  soil. 

We  may  now  turn  to  another  set  of  cases,  in  manufact- 
uring industry,  where  a  similarly  uneven  working  of  pro- 
tection has  shown  itself.  The  first  case  of  this  kind  is  in 
the  silk  manufacture,  which  I  will  examine  with  some 
detail. 

The  manufacture  of  silk  goods  in  the  United  States  is 
in  the  main  of  recent  date,  having  come  into  being  since 
the  Civil  War.  To  this  general  statement,  however,  there 
are  two  exceptions.  Sewing  silk  has  been  made,  in  one 
way  or  another,  for  over  a  century.  For  fifty  years 
after  the  Revolution,  its  manufacture  was  carried  on, 
chiefly  in  Connecticut,  as  a  household  industry.  About 
1829,  machinery  began  to  be  invented,  was  continually 
improved,  and  made  the  industry  a  manufacture  in  the 
modem  sense  of  the  term.  In  1852,  a  new  step  was  taken 
in  the  production  of  machine-twist  for  the  sewing-ma- 
chines which  were  coming  into  general  use.  A  very 
large  development  of  this  branch  of  the  industry  took 
place,  and  the  Census  of  1860  reported  the  value  of 
sewing-silk  made  to  be  no  less  than  $3,600,000.*    The 

•See  the  iketoh  In  Mr.  W7okoff*e  Silk  Mam^aetwre  in  the  United  Statm, 
pp.  32,  42-46.  See  alao  »  onrions  aoonsrmoiie  Tolnme,  Silk  Ctdtun  in  the  United 
Statei,  New  York,  1844,  which  gives  intereetiiig  iiiformAtion  m  to  the  ewly 


Digitized  by 


Google 


80MB  ASPECTS  OF  THE  TABJOFF  QUESTION 

second  branch  of  the  silk  mannfaoture,  which  sprang  up 
before  the  Ciyil  War,  was  the  making  of  fringes  and  trim- 
mings. We  have  little  information  as  to  its  early  history, 
but  in  1860  its  products  were  found  by  the  census  to  be 
worth  $2,800,000.  Neither  the  manufacture  of  sewing- 
silk  nor  that  of  trimmings  received  during  this  period  any 
special  encouragement  from  import  duties.  Sewing-silk 
had  been  admitted  between  1883  and  1841  at  a  duty 
which  gradually  went  down  from  forty  to  twenty  per 
cent.  Other  silk  manufactures  were  admitted  free  of 
duty.  The  tariff  act  of  1842  imposed  higher  specific 
duties  for  a  few  years,  but  the  act  of  1846  imposed  a  duty 
of  thirty  per  cent,  on  sewing-silk  and  one  of  twenty-five 
per  cent,  on  other  silk  manufactures.  These  rates  were 
reduced  to  twenty-four  and  nineteen  per  cent,  respectively 
in  1857.  NotwitJistanding  these  moderate  duties, —  mod- 
erate, at  least,  in  comparison  with  those  of  later  years, — 
there  was  a  marked  growth  of  both  industries  in  the 
decade  between  1850  and  1860. 

In  striking  contrast  with  these  two  cases  is  the  develop- 
ment of  other  branches  of  the  silk  manufacture.  When 
the  Civil  War  began,  the  duties  on  silks  were  raised,  nat- 
urally and  with  good  reason;  and  in  1864  the  general 
duty  was  sixty  per  cent.  Like  so  many  other  of  the 
duties  imposed  at  that  time,  it  remained  substantially  un- 
changed after  the  war  closed.  The  only  change  of  much 
note  has  been  a  reduction  to  fifty  per  cent,  in  the  tariff 
act  of  1888.  The  high  duty  has  brought  into  existence 
a  considerable  and  varied  silk  manufacture.  The  effect 
in  this  case,  unlike  that  of  some  other  duties,  was  not  in- 
tentional. The  high  duties  on  silks  were  imposed  during 
the  war  in  order  to  raise  the  revenue,  with  little  thought 
of  protection  and  without  solicitation  from  domestic  pro- 

hktovy  both  of  lOk  enlfcnn  and  alk  mMwrfactare.  In  ih»  intiodiiotiofi  to  tho 
Tohime  on  mmnlactnrei  in  the  Ceorat  of  1860  thne  Is  »  good  tkotoh  of  the 
hktory  of  the  alk  nuurafeotnze  to  that  dftte. 
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ducers.  In  this  respect,  they  differ  from  avowedly  pro- 
tective duties,  like  those  on  wool  and  woollens.  But  tiiey 
have  been  followed  by  more  marked  effects;  they  have 
created  an  entirely  new  industry.  The  development  of 
the  silk  manufacture  was  comparatively  slow  before  1870. 
It  proceeded  more  rapidly  in  the  years  of  activity  preced- 
ing 1878.  A  new  stimulus  seems  to  have  been  given  by 
the  Centennial  Exposition  of  1876.  The  manufacture  of 
trimmings  on  a  wider  scale  was  first  undertaken ;  then  that 
of  ribbons  came;  soon  afterwards  that  of  brocaded  and 
colored  silks  and  satins,  followed  by  that  of  plain  piece- 
goods.  The  manufacture  of  silk  handkerchiefs  received 
a  remarkable  impulse  from  the  Exposition.*  At  the  pres- 
ent time,  the  domestic  silk  products  are  at  least  equal  in 
value  to  the  imported.!  Many  kinds  of  silk  goods  are  no 
longer  imported.  This  is  the  case  not  only  with  sewing- 
silks  and  trimmings,  but  with  many  articles  of  which  the 
domestic  production  did  not  begin  before  the  war,  such  as 
handkerchiefs  and  most  kinds  of  ribbons.  Other  articles, 
again,  are  made  little  or  not  at  all,  especially  the  finest 
piece-goods.  Between  these  classes  comes  the  debatable 
ground,  on  which  foreign  and  domestic  silks  compete. 
Here  may  be  placed  most  dress  silks.  The  domestic  pro- 
ducers in  recent  years  have  been  steadily  increasing  their 
hold  on  goods  of  this  sort,  and  now  supply  much  the 
greater  part  of  their  consumption. 

This  brief  sketch  of  the  history  of  the  silk  manufacture 
shows  how  different  has  been  its  development  from  that 
of  other  textile  industries.  The  manufactures  of  cotton 
and  wool  attained  a  large  growth  and  a  firm  position  long 

*Se6  tbe  sketch  in  Mr.  Wyokoff^i  8Uk  Mam^achtre,  espeeudly  pp.  4^-^. 

fMr.  Wyokoff  estimfttod  the  yalne  of  silk  goods  made  in  1886  at  about 
$60,000,000,  probably  a  liberal  estimate.  The  declared  yalne  of  the  imports 
in  recent  yean  has  ranged  between  $90,000,000  and  $35,000,000.  Making  al- 
lowance for  duties  and  for  onderralnation  of  imports  (said  to  ayerage  at  least 
twenty-five  per  cent.),  we  may  condnde  that  the  American  public  pays  out 
about  as  much  money  for  domestic  as  for  foreign  silks. 
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before  the  Civil  War,  while  that  of  silks  is,  in  the  main, 
of  veiy  recent  date.  Silks  are  still  imported  more  largely 
than  other  textile  goods.  The  explanation  of  these  facts 
must  be  sought  in  the  character  and  processes  of  the  in- 
dustiy. 

The  peculiarities  of  the  silk  manufacture  are  the  result 
of  the  qualities  of  silk  fibre.*  Raw  silk  is  not  made  in 
the  United  States.  Spasmodic  attempts  to  encourage  its 
production  have  been  made,  by  bounties  during  the  colo- 
nial period,  by  premiums  in  the  early  years  of  our  national 
existence.  At  the  present  time  there  is  a  feeble  attempt 
to  establish  it  in  Califomia.  The  hopelessness  of  these 
attempts  has  permitted  raw  silk  to  remain  on  the  free 
list,  and  the  entire  supply  is  obtained  by  importation. 
The  raw  silk  so  imported  differs  in  marked  ways  from 
cotton  and  wool.  In  the  first  place,  it  corresponds  not 
so  much  to  raw  cotton  as  to  cotton  carded  and  spun.  It 
has  been  reeled  from  the  cocoons,  perhaps  rereeled;  and 
on  the  character  of  the  reeling  depends  mainly  the  qual- 
ity of  the  fibre. 

There  is  found  on  the  outside  of  eyerj  coooon  a  considerable 
anumnt  of  light  thread,  containing  more  or  less  roughness  and  im- 
purity, and,  in  general,  onfit  for  reeling.  This  ought  to  be  stripped 
oft  entirely,  and  acoonnted  as  ''waste  silk**;  but  some  of  it  occa- 
sionally finds  its  way  to  the  reel,  in  inferior  grades  of  the  raw  mate« 
riaL  When  a  filament  that  is  fit  for  the  reel  has  been  reached,  it  is 
found  that  this  filament  is  itself  nneyen  in  strength  and  thickness, 
the  exterior  layers  being  weaker  and  thinner  than  those  nearer  the 
insect  It  is  the  business  of  the  experienced  reeler  to  put  a  thread 
of  an  eren  thickness  and  strength  on  his  reeL  To  do  this,  he  may 
have  to  unite  four,  fiye,  or  more  filaments,  from  different  cocoons,  on 
a  single  thread,  the  number  of  filaments  depending  on  their  compara- 
tiye  thickness  and  the  size  of  the  thread  required. 

*Th«  dMeription  of  the  silk  industry  in  the  foUowinir  paniffrmphi  is  de- 
rired  largely  ircmi  Mr.  WyokoiTs  InstrootiTe  book  on  The  Silk  OootU  qf 
America;  and  the  qnoCed  passsgws  are  taken  thenee,  nnless  eredifeed  to  other 
•oweee.  This  Tolome  Is  not  to  be  ooof oonded  with  the  same  writer's  SQk 
ManM^attrnt^  to  wUdi  lefersnee  has  been  prerioosly  made. 


Digitized  by 


Google 


272  QUABTEBLT  JOJJBNAL  OF  BC0N0MIC8 

But,  even  after  this  laborious  preparation, —  whioh,  we 
may  note  here,  goes  far  to  account  for  the  failure  to  pro- 
duce raw  silk  in  this  country, —  the  fibre  is  by  no  means 
of  homogeneous  quality,  and  by  no  means  ready  for  the 
machine. 

There  are  about  a  dozen  distinct  prooesses  which  raw  silk  must 
undergo  to  prepare  it  for  the  loom.  ...  In  each  of  these  processes, 
except  dyeing,  imperfections  in  the  thread  cause  loss  of  time  and 
material  Suppose,  for  instance,  that  the  raw  silk,  as  imported,  is 
uneven.  That  is  to  say,  the  continuous  thread  which  is  to  be  wound 
on  a  spool  is  found  to  be  of  irreguhur  thickness  as  it  unwinds  from 
the  reeL  Such  a  thread  Ib  stronger  in  some  parts  and  weaker  in 
others.  What  happens?  Probably  the  thread  breaks  in  the  first 
winding  from  the  reeL  The  winding  machinery  stops  automatically, 
and  perhaps  a  portion  of  the  thread  which  is  weaker  than  the  rest 
has  to  be  pulled  off  and  thrown  aside  as  waste  silk.  Then  a  knot 
must  be  tied,  and  the  winding  goes  on  again.  But,  if  the  raw  silk 
is  very  irr^^ular  in  thickness,  a  similar  accident  can  happen  in  any 
of  the  subsequent  processes ;  a  loom  may  have  to  be  suddenly  stopped. 
It  \b  always  the  same  story, —  breakage,  stoppage,  waste  of  time  (labor) 
and  materiaL  The  loss  of  time,  when  machinery,  running  at  high 
speed,  has  to  be  stopped,  becomes  a  serious  matter,  from  the  mere 
fact  that  there  is  no  production  during  the  stoppage.  ^It  costs," 
said  a  manufacturer,  "  fully  five  times  as  much  to  tie  a  knot  in  this 
country  as  in  France.** 

To  eliminate,  as  far  as  possible,  defects  of  this  class,  silk  is  sub- 
jected to  a  series  of  sortings  between  ihe  steps  of  its  progress  from 
the  cocoon  to  the  loom.  .  .  Our  manufacturers  take  more  pains 
than  formerly  to  make  their  own  sorting  of  the  raw  material  fairly 
accurate,  previous  to  ihe  first  winding.  Moreover,  at  a  later  stage, 
before  they  are  dyed,  the  threads  are  weighed  with  exactness  by  a 
mechanical  process  called  *<  drumming,"  and  sorted  again.  .  .  . 

One  of  the  preparatory  processes  that  precede  weaving  has  been 
mentioned  as  **  picking."  This  consists  of  spreading  out  every 
thread  of  the  warp  separately,  examining  it  with  the  utmost  minute- 
ness, and  removing  all  knots,  slugs,  and  irregularities.  A  large  num- 
ber of  slowly  moving  threads  are  spread  out  like  a  huge  fan ;  while 
keen  eyes  are  bent  upon  them,  and  nimble  fingers  seize  and  extract 
the  imperfections.  ...  In  Europe,  where  weaving  is  done  mostly  by 
hand,  picking  is  part  of  the  business  of  the  weaver:  he  stops  his 
loom  at  any  moment  to  remove  a  knot  or  slug  from  the  thread  as  it 
is  woven.    He  is  expected  to  turn  out  goods  free  from  defects  of  this 
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ckftnoter.  The  system  here  is  entirely  different,  and  it  is  neoessary 
to  hsTe  all  the  threads  of  warp  and  woof  as  perfect  as  possible,  so 
that  there  shall  be  no  stoppage  of  the  power-loom. 

The  concluding  words  of  this  passage  point  to  the 
striking  contrast  between  the  methods  of  the  silk  manu- 
facture in  this  country  and  in  those  parts  of  France  and 
Germany  which  still  remain  its  chief  seats.  We  cannot 
describe  this  instructive  difference  better  than  by  quoting 
again  from  Mr.  Wyckoff :  — 

The  system  of  mannfaotnre  in  Europe  is  entirely  different  from 
that  which  has  grown  up  in  this  country.  Judged  from  our  point  of 
Tiew,  the  European  manufacturer  seems  rather  to  be  a  mere  con- 
tractor. He  buys  tram  and  organzine, — i.e.,  filling  and  warp, — 
which  hare  been  made  at  a  separate  factory.  He  sends  this  material 
to  another  establishment,  a  dye-house.  Finally,  he  puts  it  out  to 
weavers  who  have  looms  in  their  own  homes.  He  has  no  factory  and 
no  machinery.  Under  such  circumstances,  it  is  not  surpising  that 
there  is  little  improvement  in  machinery  and  methods  from  year  to 
year.  Our  manufacturers  have  been  obliged,  on  the  contrary,  to 
concentrate  the  work,  so  as  to  keep  every  portion  of  it  under  direct 
supervision.  In  several  of  our  large  silk  mills,  all  the  different 
processes  are  conducted  under  a  single  roof.  .  .  .  There  is  a  marked 
disposition  to  try  improvements  in  this  country ;  and  it  is  the  gen- 
eral experience  that  the  very  best  machinery,  though  at  first  far 
more  costly,  is  in  the  end  decidedly  the  cheapest.  .  .  .  The  American 
system  is  largely  a  consequence  ai  substituting  machinery  for  hand 
labor. 

A  struggle  thus  seems  to  be  going  on  in  the  silk  indus- 
try between  large  factories  and  machinery,  on  the  one 
hand,  and  household  industry  and  manual  labor,  on  the 
other.  It  is  the  same  contest  as  that  which  went  on  in 
the  cotton  and  woollen  manufactures  at  the  close  of  the 
last  century  and  the  beginning  of  the  present,  but  with 
the  conditions  much  more  favorable  to  the  survival  of  the 
old-fashioned  system.  The  silk  fibre  is  much  less  adapted 
to  the  complicated  and  rapidly  moving  machinery  of 
textile  manufactures  than  are  cotton  and  wool.  It  is 
not  surprising,  after  reading  Mr.  WyckofTs  description,  to 
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learn  that  four-fifths  of  the  looms  in  the  oity  of  Lyons  are 
still  hand-looms,*  and  that  Crefeld,  the  chief  seat  of  the 
silk  manufacture  in  Germany,  is  a  town  of  household 
operatives.  The  necessities  of  the  situation  compel  the 
silk  manufacturers  of  this  countiy  to  attempt  the  substi- 
tution of  machinery  for  hand  labor  and  the  use  of  more 
elaborate  and  more  efficient  methods.  Such  a  change 
alone  will  enable  the  manufacture  of  an  article  as  easily 
transportable  as  silks  to  hold  its  own  side  by  side  witii 
the  agricultural  industries  in  which  by  far  the  greater 
part  of  our  population  is  engaged.  The  endeavor  shows 
itself  not  only  in  the  concentration  of  the  manufacture,  in 
the  invention  and  increasing  application  of  labor-saving 
machinery,  in  the  use  of  power-looms  instead  of  hand- 
looms,  but  also  in  the  strenuous  efforts  to  secure  raw  silk 
of  more  even  and  uniform  quaUty.f  The  preference  of 
American  manufacturers  for  the  best  grades  of  raw  silk, 
and  their  willingness  to  pay  good  prices  for  it,  are  not  the 
result,  as  one  might  infer  from  some  allusions  to  it,  of  any 
special  virtue  on  their  part.  They  are  due  simply  to  the 
necessities  of  the  industrial  situation.    The  more  uniform 

*The  United  Stetei  oongnl  at  LyoiM  wrote  in  1883  that,  of  120,000  loomi  in 
that  oity,  but  20,000  were  powei^loomi.  BeporU  </  the  ContuU  qf  the  United 
ateUea,  Jnly,  1883,  p.  77. 

t  **  In  Italy  and  in  France  there  are  two  oleiwee  of  silk  prodnoed :  *  oonntry 
■ilk,*  which  ie  reeled  in  honeeholde  and  by  primitiTe  methods ;  *  filature  silk,' 
which  has  been  reeled  with  skUl  and  sedolons  care  in  filatures.  The  ^oonntry 
silk  *  ii,  of  ooiuse,  inferior,  and  Tery  little  of  it  is  sent  to  this  country,  becanse 
it  requires  much  labor  to  be  expended  on  it  in  mannftustnrinff  processes.  The 
factories  of  Europe,  where  labor  is  cheap,  can  use  inferior  silk  to  better  adran- 
tage  than  is  possible  in  America.  The  silk  produced  in  China  is,  in  the  first  in- 
stance, *  country  silk  * ;  and,  to  prepare  it  for  this  market,  it  has  to  be  rereeled. 
The  Japanese  now  haye  filatures,  and  send  us  silk  equal  to  the  best  of  Euro- 
pean. In  Asia,  as  in  Europe,  the  coarser  and  inferior  silks  are  kept  at  home ; 
America  gets  the  finest  and  best.**    WjekoS,  8iik  Goods,  p,  n. 

On  the  same  page,  we  are  told  that  **  reeb  for  this  purpose  [rereeling] 
were  in  the  first  instance  made  here  and  sent  to  China ;  their  use  was  brought 
about  by  the  urgent  and  repeated  representations  of  American  merchants 
there."  The  laige  growth  of  Japanese  shipments  of  silk  to  this  country  is 
said  to  be  due  to  the  intelligence  and  adaptability  which  the  Japanese  have 
shown  in  improving  the  reeling  of  silk. 
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the  material,  the  more  can  machinery  be  used ;  the  greater 
the  use  of  machinery,  the  better  the  chance  of  the  Ameri- 
can producer. 

Hence  we  find  that  the  various  branches  of  the  silk 
manufacture  have  been  put  in  a  firm  position  in  propor- 
tion to  the  possibility  of  using  machinery.  Sewing-silk, 
the  earliest  branch  and  the  most  firmly  established,  is  the 
product  of  American  inventions.  It  is  not  surprising 
that  machinery  should  be  readily  adapted  to  the  com- 
paratively simple  processes  of  twisting  several  fibres  to- 
gether, and  then  winding  and  spooling  them, —  which  are 
the  essential  processes  in  making  sewing-silk  and  ma- 
chine-silk. Another  illustration  of  the  same  tendency, 
and  a  most  instructive  one,  is  in  the  successful  manu- 
facture of  ^spun-silk"  goods.  These  are  made  from 
waste  silk;  that  is,  from  the  fibres  of  damaged  or  in- 
complete cocoons,  from  those  which  are  thrown  aside  as 
unfit  for  reeling  in  the  filatures,  and  from  the  tangled 
waste  left  in  the  earlier  operations  of  the  silk  mill. 
These  fibres  are  carded  and  spun  by  methods  veiy  simi- 
lar to  those  used  for  cotton,  and  they  produce  **  a  mate- 
rial of  such  perfect  uniformity  that  the  thread  to  be  made 
from  it  can  be  produced  with  absolute  mathematical  ac- 
curacy of  any  required  size."  The  silks  made  from  it 
were  the  original  **  American  silks  " ;  they  are  made  with 
abundant  use  of  machinery ;  they  are  cheap,  durable,  and 
good.  But,  unfortunately,  they  lack  a  certain  lustre,  an 
agreeable  softness,  and  a  peculiar  rustling  sound  much 
prized  by  our  better-halves.  They  are  **  hard,"  as  we  are 
told.  Those  qualities  in  the  fibre  which  make  silks  agree- 
able to  their  chief  consumers  seem  to  be  lost  in  the  proc- 
esses of  carding  or  rapid  spinning,  and  spun-silk  goods 
fail  to  displace  the  more  insinuating  articles  which  come 
from  the  reel.  Yet  their  consumption  has  steadily  in- 
creased. By  mixture  with  reeled  silk,  and  by  other  im- 
provements, their  quality  has  been  made  more  agreeable. 
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They  are  said  to  be  specially  well  adapted  for  silk  prints, 
and  in  the  production  of  these  the  characteristics  of 
American  manufiEtctures  are  again  illustrated.  ^In  Eu- 
rope, printing  is  done  with  little  blocks,  a  few  inches 
square,  which  are  slowly  and  more  or  less  imperfectly 
used  in  hand  work.  Here,  ingenious  machinery  is  em- 
ployed, printing  many  colors  at  once.  A  machine  for 
this  purpose  requires  a  special  engine  to  drive  it,  in  order 
to  have  it  under  absolutely  accurate  control  as  to  speed, 
pressure,  and  registry.  Patterns  that  cannot  be  perfectly 
matched  by  hand  may  be  turned  out  faultlessly  by  such 
machinery." 

The  answers  to  the  questions  presented  by  our  sketch 
of  the  history  of  the  silk  manufacture  now  suggest  them- 
selves. The  nature  of  the  silk  fibre  is  an  obstacle  to  that 
extensive  use  of  labor-saving  machinery  which  is  charac- 
teristic of  American  industiy.  The  field  is  not  promising 
for  the  ingenuity  and  inventiveness  which  give  American 
manufactures  their  distinctive  advantages.  The  same 
reason,  no  doubt,  explains  why  in  Europe  the  silk  manu- 
facture has  its  chief  seats  in  France  and  in  Germany,  and 
not  in  England.  While  England's  textile  manufactures 
have  in  general  maintained  their  superiority  over  those  of 
the  Continent,  the  silk  manufacture  continued  to  call  for 
protection  long  after  the  general  policy  of  free  trade  had 
been  entered  on,  and,  in  fact,  suffered  under  the  reduction 
and  final  repeal  (1860)  of  duties  on  silks.  The  conditions 
on  the  Continent  are  more  favorable  to  industries  in  which 
there  is  comparatively  little  use  of  machinery. 

It  may  indeed  happen  that  Yankee  ingenuity  will  rev- 
olutionize the  conditions  of  this  industry.  The  attempts 
of  the  American  manufacturers  to  get  a  more  even  supply 
of  raw  silk,  and  to  apply  machineiy  to  its  conversion  into 
silk  goods,  may  prove  successful,  if  not  throughout  the 
industry,  at  least  in  many  parts  of  it.  The  progress  of  the 
silk  manufacture  in  recent  years  has  been  extraordinary. 
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Ten  or  fifteen  years  ago,  American  dress  silks  were  hardly 
heard  o£»  and  such  as  existed  were  of  harsh  and  poor 
quality.  At  present,  much  the  larger  part  of  the  dress 
silks  which  are  used  are  of  American  make,  and  they  are 
inferior  in  quality  to  none  but  the  choicest  imported  goods. 
The  dress  silks  which  continue  to  be  imported  are  largely 
figured  silks.  Of  such  goods,  no  great  quantity  of  any 
one  piece  can  be  made  with  profit ;  there  are  not  likely 
to  be  many  purchasers  whose  tastes  will  be  hit  by  any 
particular  pattern.  It  does  not  pay  to  make  goods  of  this 
sort  on  the  power-loom,  which  like  all  expensive  ma- 
chinery, is  profitable  only  where  it  works  continuously 
and  turns  out  large  quantities  at  a  time.  The  hand-loom 
turns  out  less  at  a  time,  and  is  more  easily  transferred  to 
a  new  pattern.  Figured  silks  are  therefore  more  often 
made  in  the  old  way,  and  for  that  reason  again  are  largely 
imported.  Probably  the  same  conditions  hold  good,  in 
greater  or  less  degree,  of  other  imported  silk  goods.  The 
very  finest  qualities  of  dress  goods,  such  as  require  much 
individual  attention  from  the  workman, —  laces,  some  sorts 
of  embroideries,  velvets,  and  goods  which  are  half  silk, 
half  cotton,  or  wool, — make  up  the  greater  part  of  the 
importations.*  But  with  dress  goods,  as  with  handker- 
chiefs, ribbons,  upholstery  silks,  the  American  manufact- 
urers have  well-nigh  driven  out  their  foreign  competitors. 
They  would  continue  to  hold  their  own,  even  if  duties 
were  considerably  reduced. 

What  the  position  of  the  silk  manufacture  might  be 
if  duties  were  entirely  swept  away,  it  is  impossible  to 
say.  Some  branches  of  the  manufacture  would  probably 
hold  their  own,  while  others  would  disappear.  Should 
there  continue  in  the  future  a  progress  such  as  has  un- 


•I  mutt  oooleM  that  I  hM!W  found  no  tUmr  OTplmation  of  the  eontiiraod 
importi  of  woma  mXk  goods ;  €^.,  goods  of  ndzed  mstorisls.  Poasiblj  it  Is 
mmplj  ft  iDAtter  of  habit  and  of  ino^arisnes  amoog  domestio  prodooezs ;  but 
I  sospoot  tbofo  is  some  deeper  ressoo. 
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doubtedly  been  made  in  recent  years  in  the  American  silk 
mann&ctare,  it  may  happen  in  the  end  that  most  sorts  of 
silks  will  be  made  here  as  cheaply  as  abroad^  and  that  the 
abolition  of  protectiye  duties  would  affect  the  silk  manu- 
facture as  little  as  it  would  now  affect  the  bulk  of  the 
cotton  manufacture.  If  this  proves  to  be  the  case,  we 
shall  have  an  example,  and  a  striking  onci  of  the  success- 
ful application  of  protection  to  young  industries.  It  is 
unlikely  that  any  attempts  at  silk-making  would  have 
been  made  here  but  for  the  high  duties  of  the  war,  and 
such  progress  as  the  manufacture  has  made  may  be  hitlj 
ascribed  to  the  stimulus  of  protection.  It  remains  to  be 
seen  whether  this  progress  will  be  continued  so  far  as  to 
attain  the  true  end  of  protection  to  young  industries, — 
the  supply  of  the  commodity  at  a  price  below  that  of  the 
foreign  article.  The  nature  of  the  fibre  makes  it  improb- 
able that  there  will  ever  be  any  such  complete  application 
of  machinery  as  in  the  manu&cture  of  cotton  and  wool ; 
but  no  man  can  say  it  will  not  be  done,  for  the  march 
of  invention  brings  many  surprises.  The  question  turns, 
however,  on  this:  Unless  there  is  continued  application 
of  machinery  and  continued  invention  of  labor-saving 
processes,  such  as  will  make  labor  here  more  efficient 
than  abroad,  then,  so  long  as  our  general  economic  con- 
ditions bear  their  present  relations  to  those  of  Europe, 
we  cannot  expect  the  growth  of  a  varied  and  indepen- 
dent silk  manufacture.* 

^Before  leaTing  this  topio,  »  word  nutj  be  Mid  on  anotlier  eziilaiifttion  of 
the  silk  ritnatioii.  Mi,  J.  Schoenhof ,  in  hie  TOlome  on  The  Industrial  SitucUiony 
ehapten  yi.  and  rii.,  haa  oome  to  the  oondnaion  that  the  real  cause  of  the  con- 
tiniied  imports  of  nlks  is  to  be  fonnd  not  in  the  conditions  of  the  indnstrj,  but 
in  the  practice  of  adulteration  by  foreign  mannfactorers.  He  iriTes  striking 
illustrations  of  the  extent  to  which  foreign  silks  are  loaded  with  dyestuffs. 
Sometimes  four-fifths  of  the  weight  of  a  piece  of  black  silk  is  dye,  and  but 
one-fifth  silk  fibre.  Ko  doubt  silks  often  are  greatly  adulterated,  and  yery 
likely  the  practice  has  been  more  widely  resorted  to  because  of  the  desperate 
efforts  of  French  and  German  manufacturers  to  keep  their  hold  on  the  Amer- 
ican market,  in  face  of  the  high  duty  and  the  growing  domestio  manu&etnre. 
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We  will  now  torn  to  the  glass  manufacture,  which  pre- 
sents a  set  of  phenomena  analogous  to  those  we  have 
noted  in  the  silk  trade,  and  in  some  respects  even  clearer 
and  simpler.  Some  sorts  of  glass  are  imported  steadily 
in  large  quantities,  notwithstanding  high  duties;  other 
sorts  are  not  imported  at  all,  though  the  duties  on  them 
are  comparatively  low.*  As  a  glance  at  the  table  will 
show,  the  imports  of  plate-glass  are  three  or  four  times  as 
large  as  the  domestic  production,  although  the  duty  is 
very  heavy,  being  more  than  a  hundred  per  cent,  on  the 
large  sizes,  which  are  chiefly  imported.  Window-glass  is 
produced  in  this  country  in  greater  quantity,  yet  even  of 
this  the  imports  amount  to  about  one-third  of  the  total 
consumption.  The  duties  are  specific,  like  those  on  plate- 
glass,  and  are  again  very  heavy,  amounting  to  one  hun- 
dred per  cent,  on  the  larger  sizes  and  to  sixty  per  cent, 
on  the  smaller.  On  the  other  hand,  the  imports  of  ordi- 
nary moulded  and  pressed  glass  are  insignificant,  while 

Hm  pnotioe  is  a  phaae,  peAa^B  Umponrj,  of  the  struggle  between  the  old 
and  the  new  methods  of  mMndaotnre.  But,  if  onedolteimted  American  silks 
reallj  satisfy  the  wants  of  oonsnmeis,  and,  qnalitj  for  qnalitj,  are  cheaper, 
they  win  hold  their  own  in  the  Icmg  ran,  and  will  oooqner  the  market,  eren 
though  the  change  in  the  direction  of  ooQsnmption  maj  take  place  slowly  in 
the  case  of  an  article  so  much  affected  by  fashion  and  prejndioe.  If,  on  the 
other  hand,  foreign  silks,  adulteration  and  all,  prove  permanently  more  pleas- 
ing to  the  consumen,  whose  tastes  must  in  the  long  run  decide  what  is  wanted, 
American  manufacturers  will  hardly  hesitate— and,  in  fact,  do  not  hesitate  — 
to  resort  to  similar  adulteration.  It  may  be,  indeed,  tiiat  there  is  a  gieatei 
possibiHty  of  adulterating  suocessfuUy  under  European  than  under  American 
methods.  Mr.  Wyckoff  tells  us  tiiat  '*aU  the  processes  from  first  to  last  by 
which  an  inferior  article  can  be  made  to  i4>pear  equal  to  that  of  a  higher  grade 
are  costly  in  labor"  (Silk  Ooods^  p.  26).  This  is  a  significant  circumstance, 
and  Tery  likely  goes  far  to  explain  the  alleged  greater  purity  of  American  silks. 
On  the  whole,  while  adulteration  is  one  of  the  things  tiiat  must  be  taken  into 
account  in  explaining  the  present  situation,  the  fundamental  explanation  seems 
to  me  to  He  in  those  conditions  of  the  industry  which  were  described  in  the 
text,  and  of  which,  for  that  matter,  Mr.  SchoenhoTs  interesting  account  supplies 
excenent  illustrations. 

*The  figures  in  the  foUowing  table  give  the  Talue  of  the  product  of  glass- 
ware in  the  United  States  in  1880,  as  reported  in  the  census,  the  Talue  of  the 
imports  in  tiie  fiscal  year  1879-80,  and  the  rates  of  duty  on  the  Tarions  sorti  of 
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the  domestio  production  of  articles  of  this  sort,  chiefly 
table-ware,  is  enormous.  The  census  returns  of  1880  do 
not  distinguish,  as  do  the  customs  returns,  between  the 
different  sorts  of  ^^  glassware  " ;  but  the  bulk  of  the  large 
quantity  of  glassware  produced  in  the  country  was  com- 
mon and  inexpensive  pressed  glass,  very  little  being  cut 
or  ornamented  glass  of  an  expensive  sort.  Tet  the  duty 
on  plain  glassware  is  only  thirty-five  per  cent.,  and  that 
on  other  glassware  only  forty  per  cent.  The  situation  is 
much  the  same  with  glass  bottles,  the  domestic  product 
being  large,  the  imports  small,  and  the  duty  compara- 
tively low. 

As  we  might  expect  from  these  facts,  the  methods  of 
production  are  very  different  for  the  different  sorts  of 
glass.  Window-glass  —  to  begin  with  an  important  and 
typical  article  —  continues  now  to  be  made  in  very  much 
the  same  way  as  in  past  generations,  nor  is  there  any 
appreciable  difference  between  the  methods  of  manufact- 
ure in  this  country  and  in  Europe.  The  most  important 
operation  is  that  of  blowing  the  glass.  The  molten  mate- 
rial is  gathered  on  a  block  of  wood,  and  then  blown  into 
a  cylindrical  shape  having  walls  of  the  thickness  desired 

giam.  Where  tlie  datiee  are  Q»eoifie,  m  on  plate  and  window  glass,  they  have 
been  reduced  to  an  ad  Talorem  eqairalent  for  those  qnalitiee  which  are  most 
largely  imported.  The  figures  indicate  thonsanda  of  dollars.  In  comparing 
the  imports  and  the  domestic  prodootion,  tiie  former  must  of  course  be  in- 
creased by  the  amount  of  the  duties :  — 


Imports. 


Duty. 


Value 

of  product 

inU.8. 


Flate-glass,      

Window-glass, 

( Plain,  moulded  and  pressed, 
Cut,  engrayed,  painted,  or 

stained, 

Manufactures  otherwise 

I    proTidedfor, 

Green  glass  (bottles), 


Glassware, 


1,716 

1,427 

88 

722 

981 
44 


40% 


868(a) 
6,047 


94S68 
6,670 


(a)  Since  1880,  the  production  of  plate-glass  has  Increased  greatly,  but  the 
imports  also  haye  increased. 


Digitized  by 


Google 


SOME  ASPECTS  OF  THE  TABIFF  QUESTION      281 

for  the  glass.  The  oylinder  is  then  loosened  from  the 
blow-pipe,  split  open,  flattened,  annealed,  polished,  and 
cut  into  regular  shapes.  In  all  these  operations  ^Hhere 
has  not  been  a  single  inch  of  progress  since  the  day  when 
cylinder-glass  was  first  made."  Moreover,  "from  the  very 
nature  of  the  business,  it  is  absolutely  impossible  to  use 
machinery  in  it.  The  inventiye  genius  of  the  American 
people  cannot  be  brought  to  bear  effectively  in  making 
window-glass.  The  business  has  to  be  a  pure  manufact- 
ure,—  manual  labor."*  If  the  processes  are  the  same  as 
in  Europe,  and  the  capacity  and  energy  of  the  American 
laborers  are  not  much  greater,  obviously  the  lower  wages 
which  the  foreign  manufacturer  pays  will  enable  him  to 
offer  window-glass  at  lower  prices  than  his  American 
competitor  can  afford.  It  is  not  surprising,  therefore, 
that  window-glass  continues  to  be  imported  in  face  of  a 
very  high  duty. 

On  the  other  hand,  the  manufacture  of  pressed  glass  is 
distinctively  an  American  industry.  "  In  glass-making,  as 
in  other  industries,  the  scarcity  of  skilled  labor  drove  our 
people  to  devise  means  for  accomplishing  work  without 
its  aid.    We  were  naturally  driven  to  machinery.    To  ob- 

*I  quote  from  the  ai!irv]iieiit  of  Mr,  E.  L.  Day,  m  ghuB  nuunilaotiirer  wlio 
appoMed  m  the  repreMntatiTe  of  the  Amerioan  AaMoUtioii  of  ll^ndow  GIam 
Mannfaotiiren  before  the  Gommittee  of  Ways  and  Bieaos  in  1894.  Cimffrea- 
gional  DocumeiUs,  Hoiue  Reports,  1883-84,  pp.  266,  257.  Remarks  of  the  same 
tenor  are  in  Mr.  Chariee  Going's  excellent  report  on  grlass  in  BeporU  qf  the 
United  Statee  Omndesionert  to  the  Paris  EMbition  qf  1878,  vol.  iii.  p.  347. 
Indeed,  it  woold  seem  tiiat  in  one  respect  tiie  methods  of  mannfaetme  are 
more  advaneed  in  Europe  than  in  this  ooontry.  Hie  American  mannfaotnrers 
themselTes  tell  ns  tiiat  they  generally  cany  on  their  business  on  a  smaller 
scale  than  do  their  forei^  competitors.  See  Ifr.  Day's  statement,  as  cited 
aboTC,  p.  2S6.  Before  the  Tariif  Commission  of  1882,  the  spokesman  of  the 
window-glass  mannfactnrers  said  tiiat  the  oonoems  in  the  United  States  were, 
on  the  aTerage,  only  one-^eTenth  as  large  as  in  Eoropeaa  coontries,  and  pleaded 
tiiat  **  the  general  expenses  of  condooting  the  bosiness  of  snch  large  establish- 
menti,  as  is  well  known,  make  an  enormoos  difference  in  the  cost,  enongh  for 
a  fair  profit  to  the  foreign  manofactorer.*'  Tari/T  Ckmnussian  Report  qflS82^ 
p.  2000.  It  may  be  noted,  in  this  connection,  that  the  nse  of  gas-fnmaces,  a 
great  improrement  in  tiie  indnstzy,  came  mnch  earlier  in  Europe  than  in  this 
ooontry.    Goings  Report,  p.  3S2;  CeiuMs  Report  ^1880  on  Glass,  p.  37. 
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viate  hand-blowing,  a  process  which  is  yery  diflSonlt  to 
master,  shaping  with  press  and  iron  moulds  was  substi- 
tuted. The  beneficial  results  of  this  invention  are  incal- 
culable. It  placed  our  manufacturers  in  a  position  to 
make  regular  and  cheap  wares,  while  skilled  labor  became 
no  longer  necessary.  The  simplicity  of  the  operation  of 
pressing  glass  was  such  that  in  a  very  short  time  men 
could  be  trained  to  perform  the  work. . . .  Then  came 
improvements  fast  and  thick  in  combinations  of  the  differ- 
ent pieces  of  moulds, — improvements  in  presses,  and  tools 
for  holding  the  pieces  while  being  fire-polished."  ♦  The 
invention  of  the  process  goes  back  to  1827,  when  the  first 
press,  for  moulding  tumblers,  was  madcf  Since  that 
time,  the  manu&cture  of  flint-glass,  which  is  chiefly  table- 
ware made  by  pressing,  has  flourished. 

Before  the  Civil  War,  no  permanent  success  was  at- 
tained along  the  seaboard  in  the  manufacture  of  window 
and  bottle  glass.  In  Pittsburg  and  other  places  west  of 
the  AUeghanies,  window-glass  works  were  established  at 
an  early  date.  Fuel  and  materials  were  abundant;  and 
the  heavy  cost  of  inland  transportation,  before  the  days 
of  low  railroad  freights,  prevented  any  effective  competi- 
tion from  imported  glass.  Near  the  seaboard,  however, 
no  window-glass  or  bottle-glass  was  made-l  The  manu- 
facture of  pressed  glass,  on  the  other  hand,  grew  and  pros- 
pered. From  the  beginning,  the  United  States  have  led 
all  countries  in  this  branch  of  the  industry.  Many  arti- 
cles which  elsewhere  are  made  by  blowing  and  subsequent 

•  Collins  jBtfport,  M  rafened  to  AboTB,  p.  877.  See  alM>  Hr.  J.  D.  Weekt's 
report  on  glaas,  in  the  vc^nme  on  mannfiietnree  in  the  Ctngu$*qf  1880,  p.  47. 
Aoeonnts  of  the  yariouB  improyements  in  the  pressing  procese  are  giren  bj 
these  writen  in  the  passages  referred  to. 

tBeport  on  glass,  Ctntm  qf  1880,  p.  58.  Presses  for  simple  articles  seem 
to  have  been  in  use  in  England  and  Holland  before  this  date.  Jarres,  Bend' 
nUceneei  qf  Gtasi-making,  p.  98. 

t  Hr.  Jarves,  in  his  Reminuoemoes^  p.  65,  alludes  to  **  the  repeated  failure 
of  permanently  establishing  window  and  bottle  glass  works  in  this  Tieinity  '* 
(New  England). 
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Bhaping  with  sunple  Blow-working  tools,  are  here  made,  as 
well  or  better,  by  pressing.  So  far  has  that  process  been 
perfected  that  it  requires  a  practised  eye  to  distinguish 
the  best  pressed  glass  from  cut  glass.  Mr.  Coln^,  id  his 
report  on  the  glassware  exhibited  at  the  Paris  Exhibition 
of  1878,  repeatedly  commented  on  the  superiority  of  Amer- 
ican pressed  glass.*  It  is  regularly  exported  in  consider- 
able quantities  to  Canada,  the  West  Indies,  South  America, 
and  even  to  Europe.  If  our  tariff  system  were  made 
more  liberal,  the  general  lowering  of  the  scale  of  prices 
which  would  probably  ensue  would  no  doubt  cause  the 
exports  of  pressed  glass,  as  of  other  manufactured  articles, 
to  increase  rapidly.f 

The  manufacture  of  plate-glass  presents  a  curious  case, 
typical  of  one  phase  of  the  operation  of  the  heavy  duties 
imposed  during  the  Civil  War.  Before  1860,  plate-glass 
was^not  made  in  this  country  at  all.  During  the  war, 
high  duties  were  imposed  on  it,  and  properly  enough;  for 
plate-glass  is  as  purely  an  article  of  luxury  as  could  be 
found.  '^These  duties  were  retaiaed  after  the  war  closed, 
and,  like  so  many  others,  remain  now  substantially  as  they 
were  fixed  in  1864.  At  first,  they  operated  simply  as  rev- 
enue duties.  As  they  were  retained,  however,  and  the 
price  of  imported  glass  was  kept  high,  capital  was  at- 
tracted to  the  domestic  production  of  plate-glass.  In 
1869,  a  factory  was  built  in  Indiana,  and  a  few  years 

*  **  Th&  Amerieui  prewed  ^aoi  drew  from  the  EoropMn  niMiiifMtiiieifl 
•zdjunatiolM  of  — tonithment  when  they  eaw  tiie  oleameM,  imoothmwi,  and 
hrinieaey  of  this  g]Mm^  the  freedom  frcnn  monld-mnrhe,  end  the  enperior  eze- 
ention  in  general.  Frequent  inqniries  were  made  as  to  the  mode  of  working. 
Thie  was  a  poeitiTe  proof  tiiat  they  ooneider  ns  enperior  in  that  Hne.  In  faet, 
%many  manofaetoreri  frankly  aoknowledflred  to  me  onr  nnoooteeted  eaperiority 
in  preeeed  gUm,  Nothing  oonld  be  eeen  elaewhere  eqoalling  onr  eamplea.** 
Report,  p.  965.    Compare  aleo  p.  887  of  tiie  Beport, 

t  The  ezporti  of  glaaware,  which  ooiwieted  almost  ezeluiTely  of  preeeed 
fias,  were  $750,000  in  1885,  and  $774,000  in  1886.  Mr.  Goln^,  in  hie  jB«port, 
p.2S5,eaidthat,''wereit  not  for  the  diffienhiee  created  by  the  French  taiiif, 
Amj«4^t^  preeeed  glass  eoold  be  exported  to  Franee  with  adTaotage.*' 
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later  another  was  built  in  Missouri.*  A  few  others  have 
since  been  added,  and  at  present  a  large  amount  of  capital 
is  sunk  in  them.  The  business  is  one  which  must  be  con- 
ducted on  a  large  scale,  and  requires  much  fixed  capital, 
in  the  shape  of  buildings,  furnaces,  ovens,  and  machinery 
for  handling  the  plates.  The  process  consists,  in  essen- 
tials, of  casting  the  glass  in  plates,  which  are  then  ground, 
smoothed,  and  polished.  The  conditions  seem  to  be 
somewhat  different  from  those  of  manufEtcturing  window- 
glass,  where  hand  labor  plays  a  larger  part ;  there  seems 
to  be  greater  opportunity  for  the  use  of  machinery.  But 
the  machinery  in  this  country  seems  to  be  the  same  as 
that  used  abroad,  and  the  skilled  laborers  have  been 
brought  hither  from  foreign  countries.  The  conditions 
of  production  are  essentially  the  same  as  in  Europe ;  and, 
so  long  as  this  is  the  case,  the  lower  wages  paid  there 
enable  plate-glass  to  be  put  on  the  market  at  a  lower 
price.  Imports  to  this  country  therefore  continue,  not- 
withstanding our  high  duties.  It  is  not  impossible  that 
American  ingenuity  will  find  in  this  industry  a  congenial 
field,  and  that  improvements  in  methods  and  machinery 
will  eventually  enable  plate-glass  to  be  made  here  as 
cheaply  as  abroad.  But,  if  it  be  true,  as  the  manufact- 
urers state,  that  they  cannot  submit  to  any  reduction  of 
the  present  very  high  rates,  no  steps  in  this  direction  have 
yet  been  taken.  The  duty  so  far  has  operated  purely  and 
simply  as  a  protective  duty. 

The  manufacturers  assert  that  the  price  of  plate-glass 
has  been  reduced  by  their  competition.  The  price  of 
plate-glass  has  undoubtedly  gone  down  very  much  in 

*See  the  itatements  made  in  1884  before  the  Committee  of  Ways  and 
MeambyMr.  E.  A.  Hitohoock,  for  tbe  Crystal  Plate  OUm  Company  of  Mia- 
sonri,  and  by  Mr.  W.  C.  DePanw,  the  owner  of  large  works  at  New  Albany, 
Indiana.  Htnue  ReporU,  1883-84,  pp.  279-287.  Mr.  Hitchoock  aigned  with 
much  force  tiiat,  since  the  dntiee  on  plate-glass  had  remained  unchanged  for 
thirteen  years  preceding  the  date  (1876)  when  his  oorponition  engaged  in  the 
bnsineai,  it  would  be  a  breach  of  faith  to  rednoe  the  duties  in  soch  wi^  as 
to  cause  the  loss  of  their  capital. 
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recent  years ;  bat,  since  imports  have  continued  regularly, 
the  price  here  has  been  presumably  higher  throughout 
than  the  price  abroad.  I  say  ^^  presumably,"  because  it  is 
also  asserted  that  the  foreign  producers  of  plate-glass  have 
combined;  that  prices  are  not  governed  by  competition 
and  cost  of  production,  but  are  fixed  under  conditions  of 
monopoly ;  and  that  lower  prices  are  offered  in  the  United 
States  because  of  our  heavy  duties.  No  doubt  it  is  true 
that,  where  an  article  is  monopolized  and  yields  unusual 
profits,  a  duty,  whether  it  stimulates  domestic  production 
or  not,  may  cause  the  foreign  producer  to  content  himself 
with  lower  prices  and  lower  profits.  Under  such  circiun- 
stances,  it  may  happen  that  the  foreign  producer  rather 
than  the  domestic  consumer  bears  a  part  or  the  whole  of 
a  duty.  Whether  this  has  been  the  result  of  the  duty  on 
plate-glass  is  not  clear.  On  the  one  hand,  the  foreign 
manufeu^turers  are  few  in  number,  produce  on  a  large 
scale,  and  might  well  combine  effectually.  On  the  other 
hand  there  are  establishments  in  various  countries, — 
France,  Belgium,  Germany,  and  England ;  and  an  inter- 
national combination  is  less  likely  to  hold  together  than 
one  between  persons  in  the  same  country.  Statements  as 
to  combinations  abroad,  when  made  by  protected  competi- 
tors here,  must  be  received  with  a  good  deal  of  caution. 
In  the  manufacture  of  glass  bottles,  the  general  condi- 
tions are  similar  to  those  already  described  for  window- 
glass.  The  glass  is  blown.  Moulds  are  used  to  some 
extent,  but  little  machinery.*  No  doubt  the  characteris- 
tic differences  between  European  and  American  processes 
show  themselves  in  this  industry.  For  example,  the  older 
method,  still  in  general  use  abroad,  was  to  apply  a  mould 
only  for  shaping  the  lower  part  of  the  bottle,  the  neck 
being  separately  shaped  with  pincers  and  forming  blocks. 

***Thare  is  no  maiiliinnry  Died  in  the  maldng  of  bottlee,  noCliiiv  bvtluuid 
Ubor  is  need."  Statements  made  in  188i  befote  the  Committee  of  Ways  and 
Means,  as  dted  abore,  pp.  282, 205. 
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Recently,  metallic  moulds,  into  which  the  whole  bottle  is 
blown  at  once,  have  been  invented,  and  are  in  general  use 
in  this  country ;  but  in  Europe  the  old  process  was  still 
common  when  Mr.  Coln^  reported  on  the  glass  manufact- 
ure in  1878.*  On  the  whole,  however,  the  industry  does 
not  seem  to  be  one  adapted  to  American  methods  of  pro- 
duction. If  we  find,  nevertheless,  that  few  bottles  are 
imported  and  many  are  made  within  the  country,  the  ex- 
planation, no  doubt,  is  to  be  found  in  the  heavy  cost  of 
transportation,  which  gives  what  we  may  call  a  natural 
protection  to  the  manufeu^ture  of  articles  so  cheap  and 
bulky  as  glass  bottles.  Even  in  earlier  years,  when  duties 
were  low,  bottles  were  regularly  manufactured,  especially 
in  places  distant  from  the  seaboard.  Before  the  days  of 
railroads,  the  heavy  expense  of  inland  transportation  gave 
a  stimulus  to  the  manufacture  of  bottles,  as  well  as  of 
window-glass,  at  places  like  Pittsburg  and  Wheeling,  which 
were  near  the  sand,  fuel,  and  other  needed  materials.  In 
our  own  time,  the  expense  of  inland  freight  is  still  a  pre- 
mium to  establishments  in  these  places.  The  use  of  nat- 
ural gas  in  recent  years  has  given  them  a  great  advan- 
tage ;  and  it  is  probable  that  they  would  now  be  little 
affected  by  a  reduction  of  duties,  except  in  their  sale  in 
the  seaboard  markets. 

It  would  be  possible  to  present  many  other  illustrations 
of  the  principle  which  has  been  brought  out  in  the  discus- 
sion of  silks  and  glassware.  Earthenware  continues  to  be 
imported  into  the  United  States,  notwithstanding  a  very 
heavy  duty.  Under  the  low  duties  that  prevailed  before 
the  Civil  War  (the  duty  was  thirty  per  cent,  under  the  act 
of  1846),  only  the  cheapest  and  heaviest  sorts  of  earthen- 
ware were  made,  such  as  stone  jugs,  drain-pipes,  brown 
and  yellow  ware.  The  heavy  cost  of  transporting  these 
articles  no  doubt  explains  why  they  were  not  imported. 
Table-ware    was    supplied    exclusively   by    importation. 

*  See  that  gentleiiian's  Beport,  m  dted  aboye,  pp.  368, 366. 
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During  the  Civil  War,  duties  were  raised  to  forty-five  per 
cent,  on  plain  ware  and  fifty  per  oent.  on  decorated;  and, 
in  the  act  of  1888,  these  rates  were  again  increased  to 
fifty-five  and  sixty  per  cent,  respectively.  Under  these 
duties,  a  considerable  manufacture  of  pottery  and  earthen- 
ware has  developed;  and,  at  the  present  time,  common 
white  ware  is  no  longer  imported.  But  there  is  still  a 
large  importation  of  colored  ware  and  of  all  sorts  of  finer 
porcelain  and  china.  The  domestic  producers  of  table- 
ware supply  no  more  than  half  of  our  consumption  of 
china  and  earthenware,  and  most  of  them  would  probably 
have  to  go  to  the  wall  if  the  duties  were  removed.*  The 
explanation  of  this  state  of  things,  strikingly  in  contrast 
with  the  early  and  assured  growth  of  the  manufacture  of 
pressed  glass,  is  that  the  potter's  art  has  had  little  share 
in  the  improvements  which  have  revolutionized  so  many 
branches  of  industry  within  the  last  hundred  years.  The 
potter's  wheel  is  still  the  basis  of  the  industry.  The 
cheapening  of  transportation  has  caused  the  manufacture 
to  be  concentrated  in  larger  establishments,  and  perhaps 
in  fewer  places,  than  could  be  found  fifty  or  a  hundred , 
years  ago ;  but  there  has  been  little  introduction  of  ma- 
chinery and  no  essential  change  in  processes.  The  very 
mixing  of  the  materials,  which  might  be  expected  to  give 
a  good  field  for  using  power  and  machinery,  is  still  done 
mainly  by  hand,  attempts  to  use  machinery  having  failed 
to  hit  the  exact  qualities  wanted.  Earthenware  of  a  cheap 
and  bulky  sort  is  more  likely  to  be  made  in  large  quanti- 
ties of  a  single  pattern,  and  affords  more  opportunities 
for  using  moulds,  some  little  machinery,  and  labor-saving 
devices;  it  is,  besides,  more  expensive  to  transport;  the 

*  TIm  reader  wiU  find  the  materials  on  which  thia  aketoh  is  based  in  the 
report  on  pottery  in  the  BepmU  qf  the  Umted  States  ComwtUsumen  to  the  Paru 
Expontum  </1878,  toI.  iii  pp.  190-1S6 ;  an  aecoont  of  the  pottery  mannfaetnre 
in  Bradttreet's,  Maroh  6, 1886;  statementi  of  mannlaotnreri  in  TarifComwtU' 
sum  Beport  qf  1882,  pp,  613,  743,  1M9;  and  in  the  statements  made  in  1884 
befoM  Uie  Ways  and  MeaM  Committee,  Hmue  Beports,  1883-84,  pp.  941,  244. 
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cheaper  qualities  of  table-ware  are  consequently  produced 
in  the  United  States  under  the  present  high  duties.  The 
finer  goods,  however,  where  each  individual  piece  needs 
more  attention  and  requires  more  labor,  are  made  in  Eng- 
land, France,  Bohemia,  and  are  imported  in  face  of  the 
duties.  They  will  doubtless  continue  to  be  imported 
unless  our  industrial  conditions  change  greatly,  or  the 
future  brings  forth  a  series  of  inventions  that  will  make 
the  industry  suited  to  our  present  conditions. 

The  manufacture  of  cutlery  supplies  another  illustration 
of  the  uneven  development  of  industries  which  are  on  the 
surface  closely  allied.  The  duty  on  cutlery  is  fifty  per 
cent.,  yet  there  is  a  large  and  regular  importation  of 
pocket-knives.  On  the  other  hand,  table  cutlery,  subject 
to  the  same  duty,  is  practically  not  imported  at  all.  There 
is  a  slight  importation  of  table-knives  made  by  certain 
English  firms,  whose  products  a  few  people,  from  habit 
or  prejudice,  persist  in  preferring;  but  the  bulk  of  the 
table-knives  used  are  of  American  make,  and  are  as  cheap 
as  goods  of  the  same  quality  are  abroad.  The  industry 
being  concentrated  in  a  few  large  establishments,  there 
is  a  strong  temptation  to  combinations;  and  every  few 
years  there  is  a  combination  of  the  American  manufact- 
urers, which  advances  prices,  keeps  them  high  for  a  while, 
and  then  goes  to  pieces.  But  the  knives  are  made  as 
cheaply  as  they  are  in  England  or  other  countries,  and  are 
nominally  sold  at  prices  as  low.  Pocket-knives  and  razors, 
however,  although  made  to  a  considerable  extent,  cannot 
be  made  so  cheaply  as  in  England  and  Grermany,  and 
continue  to  be  imported  in  face  of  the  duty.  The  expla- 
nation is  again  that  machinery  can  be  applied  to  the  one 
much  more  than  to  the  other.  Table-knives  are  made  in 
large  quantities  of  a  single  pattern ;  they  have  compara- 
tively few  pieces ;  the  blades  need  no  very  careful  grind- 
ing, and  grinding  is  still  done  largely  by  hand*  A  pocket- 
knife  is  a  more  complex  thing ;  the  pieces  need  to  be  put 
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together  by  hand,  they  must  be  made  to  fit  neatly,  the 
blades  must  be  carefully  ground.  If  the  various  parts 
of  a  pocket-knife  could  be  struck  off  by  machinery,  in 
hundreds  or  thousands,  perfect  and  complete,  and  then 
easily  put  together,  pocket-knives  would  doubtless  be 
made  in  this  country  with  complete  success.  Watches 
can  be  made  after  that  fashion,  and  afford  a  striking 
example  of  American  enterprise,  ingenuity,  and  success. 
But  pocket-knives  need  to  be  of  numberless  patterns.  The 
jobbers  and  retailers,  who  presumably  know  the  likings 
of  consumers,  want  few  knives  of  any  one  style,  and  want 
new  patterns  every  season.  Obviously,  production  on  a 
small  scale,  with  little  machinery,  in  the  Grerman  fEuhion, 
accommodates  itself  to  such  a  capricious  demand  much 
more  readily  than  the  American  plan  of  using  plant,  ma- 
chinery, and  an  inflexible  process. 

Indeed,  pocket-knives  are  an  exceptional  article.  Most 
smaller  articles  of  hardware  seem  to  afford  favorable  op- 
portunities for  the  inventive  talents  of  American  workmen 
and  business  men.  All  sorts  of  complicated  articles  — 
watches  and  locomotives,  door-knobs,  locks,  hinges,  house 
hardware  and  household  utensils,  spades,  axes,  agricultural 
implements — are  not  only  made  cheaply  and  successfully 
at  home,  but,  in  spite  of  the  higher  price  of  the  materials 
of  which  they  are  made,  are  reg^ularly  exported  in  large 
quantities.  Where  a  massive  kind  of  production  is  called 
for,  a  huge  plant,  a  steady  routine,  a  rigid  economy  of 
materials,  the  organization  rather  than  the  saving  of  labor, 
the  English  in  general  excel.  This  is  probably  one  cause 
of  their  commanding  position  as  producers  of  the  cruder 
forms  of  iron, —  pig-iron,  bai^iron,  raw  steel ;  though  much 
is  also  due  to  the  great  advantage  of  having  rich  supplies 
of  coal  very  near  the  iron  ore.  In  manufactures  of  a  more 
delicate  and  refined  character,  if  I  may  use  such  adjectives 
in  this  connection,  the  Americans  excel.  Where  the  nat- 
ure of  the  material  or  of  the  product  gives  opportunity  for 
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the  deft  use  of  labor-Baying  devices,  the  ingenious  adapta- 
tion of  a  tool  to  just  the  use  desired,  the  constant  applica- 
tion of  new  inventions,  American  manufactures  are  likely 
to  hold  their  own,  tarifif  or  no  tariff. 

In  the  course  of  the  reaction  which  has  taken  place  in 
political  economy  in  recent  years,  the  disposition  to  ques- 
tion the  merits  of  the  classic  school  has  extended,  first  and 
last,  to  about  all  of  its  doctrines.  Doubts  have  been  ex- 
pressed, not  only  on  the  theory  of  distribution,  where 
there  was  perhaps  most  occasion  for  restatement  and  re- 
vision, but  also  on  the  principles  of  international  trade, 
which,  on  the  whole,  needed  less  remodelling  than  any 
other  part  of  the  classic  structure.  Dr.  Ingram  —  to  take 
an  English  representative  of  the  reaction  —  admits  Ri- 
cardo's  theory  of  comparative  costs  to  be  ^^  just  and  inter- 
esting"; but,  when  Caimes  describes  it  as  ^'sounding  the 
depths"  of  international  trade.  Dr.  Ingram  finds  the 
phrase  magniloquent.*  Professor  Held,t  eminent  and  la- 
mented among  the  Germans  of  the  new  school,  considered 
the  theory  a  curiosity  in  economic  literature,  and  handled 
it  with  very  scant  respect ;  though  it  is  but  fedr  to  add 
that,  as  is  often  the  case  with  the  protesting  economists, 
his  own  discussion  showed,  in  its  details,  less  real  diver- 
gence from  the  classic  doctrine  than  his  depreciation  of  it 
would  lead  us  to  expect.  To  the  present  writer,  it  seems 
clear  that  the  phases  of  our  economic  history  which  have 
been  examined  in  the  preceding  pages  can  be  explained  at 
bottom  only  on  the  theory  of  comparative  costs,  which, 
as  he  ventures  to  assert  even  at  the  risk  of  being  thought 
magniloquent,  sounds  the  depths  of  the  international 
trade  of  the  United  States.    The  reason  why  the  Amer- 

*  Ingram's  History  qf  Political  Economjf,  p.  134. 

t  In  the  Jahrbuekfwr  OtBetzgebung^  iii.  pp.  179-182.  The  essay  on  **  Proteo- 
tion  and  Free  Trade,"  in  which  the  reader  will  find  the  passage  hers  referred 
to,  is  in  general  sonnd  and  eonserratiTe. 
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ican  £eunner  does  not  produce  flax  fibre  is  not  to  be  found 
in  any  obstacles  from  climate  or  physical  conditions.  His 
labor  would  yield  as  much  flax,  absolutely,  as  that  of  the 
European  cultivator.  He  simply  finds  that  his  labor  yields 
more  in  other  branches  of  agriculture.  His  case  is  the 
same  with  beet  culture.  Silks  were  imported  before  1860 
not  because  of  any  inferior  productiveness  of  American 
labor  in  making  them ;  it  was  because  of  a  lack  of  that 
superiority  which  existed  in  other  directions. 

In  both  of  these  great  branches  of  production,  account 
must  be  taken  of  moral  and  intellectual  as  well  as  of 
physical  causes  of  a  comparative  advantage.  The  classic 
economists  did  not  often  trouble  themselves  to  analyze 
the  causes  of  the  differing  effectiveness  of  labor  in  differ- 
ent countries,  and  perhaps  reasoned  too  much  as  if  these 
causes  were  all  of  a  physical  and  unalterable  sort.  Adam 
Smith  *  shrewdly  perceived  that  the  causes  of  the  advan- 
tages one  country  has  over  another  are  not  all  of  the 
same  kind;  but  he  pointed  out  with  truth  that,  given  the 
advantages,  they  determine  the  course  of  trade.  The 
nature  and  the  cause  of  an  advantage  beoome  material 
only  when  we  begin  to  inquire  whether  it  is  likely  to  per- 
sist indefinitely,  and  whether  it  can  be  affected  by  legisla- 
tion. Obviously,  a  comparative  advantage  which  rests 
not  on  physical  causes,  but  on  differences  in  skill,  knowl- 
edge of  the  arts,  mechanical  training,  shades  of  character 
and  intelligence,  may  be  influenced,  within  limits,  by  a 
stimulus  in  the  way  of  premium  or  protection.  The  ar- 
gument for  protection  to  young  industries  applies  only 
under  conditions  of  this  latter  sort.    GUven  those  condi- 

***  WImUmt  the  adnuitac«0  one  eomtry  hi*  orer  anotber  be  netonl  or 
•eqvired,  k  in  thk  leepeet  of  no  eomegoenee.  As  long  m  ihe  one  ooimtiy  ham 
thoee  adrantagei,  and  the  other  wants  them,  it  wfll  alwa ja  be  more  adTaat»- 
feoas  lor  tiie  latter  to  boy  of  the  former  than  to  make.  It  ia  an  acquired  ad. 
fantaffe  only  which  one  attifieer  haa  orer  hit  neighbor  who  eieroiaei  another 
trade ;  and  yet  they  both  find  it  more  adTaatageona  to  boy  of  one  aaoUier, 
than  to  make  what  doea  not  beloag  to  dieir  particalar  trades.**  Wtattk  ^ 
Natiotu,  Book  IV.,  chap.  ii. 
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tions,  it  may  apply  more  widely  than  English  economists 
haye  been  cQsposed  to  grant.  Protection  to  young  indus- 
tries, which  Mill  believed  to  be  of  possible  advantage  only 
in  a  young  country  in  the  earlier  stages  of  growth,  may 
have  had  occasional  and  unexpected  successes  even  within 
the  last  twenty  years.  The  history  of  the  silk  manufact- 
ure illustrates  the  possible  turn  of  events ;  and  the  appli- 
cation of  protection  in  the  United  States  has  been  so 
sweeping  since  the  Civil  War  that  this  case,  while  by  no 
means  typical  of  the  usual  effects,  probably  does  not  stand 
alone.  But  such  exceptions  serve  here,  as  they  do  in  all 
scientific  investigations,  to  bring  out  the  foundation  of  a 
general  rule  rather  than  to  modify  it.  In  the  present 
case,  they  suggest  a  more  careful  analysis  of  the  causes  of 
comparative  advantages  in  different  countries,  but  do  not 
affect  the  doctrine  that  these  comparative  advantages  de- 
termine the  sort  of  trade  and  division  of  labor  that  will 
take  place  between  them.  Such  phenomena  as  have  been 
described  in  the  preceding  pages  still  reduce  themselves, 
in  the  last  analysis,  to  illustrations  of  the  doctrine  of  com- 
parative costs. 

F.  W.  TAUssia. 
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ON  CERTAIN  PASSAGES  IN  JEVONS'S  "THEORY 
OF  POLITICAL  ECONOMY." 

Thb  diagrammatic  method  of  studying  economics  may 
be  regarded  from  three  points  of  view. 

(i.)  Many  teachers  find  in  it  a  stimulating  and  helpful 
appeal  to  the  eye,  and  use  it  as  a  short  and  telling  way  of 
making  statements  and  registering  results. 

(iL)  A  few  students  treat  it  as  a  potent  instrument  for 
giving  precision  to  hypotheses  in  the  first  instance,  and 
then  for  rigorously  analyzing  and  investigating  the  results 
that  flow  from  them. 

(iii.)  A  very  few  investigators  (among  whom  I  think  we 
must  rank  Jevons)  have  hoped  ultimately  to  pass  beyond 
the  field  of  pure  hypothesis  and  analysis,  and  to  build  up 
constructive  results  upon  empirical  curves  of  economic 
phenomena  established  by  observation. 

Precision  and  firmness  in  wielding  the  mathematical 
method  as  a  hypothetical  and  analytical  instrument  are 
of  the  first  importance;  for,  without  them,  all  its  other 
uses  will  turn  out  illusory.  What  may  be  called  the 
"picturesque"  use  of  diagrams,  to  illustrate  theory,  is 
fatally  misleading  unless  an  absolutely  rigorous  and  pre- 
cise interpretation  is  insisted  on ;  and  empirical  or  hypo- 
thetical data  may  be  seriously  misinterpreted,  even  by 
experts,  for  want  of  a  sufficiently  close  preliminaiy  analy- 
sis of  the  mathematical  instrument  of  investigation. 

I  propose,  then,  to  examine  certain  passages  in  Jevons's 
great  work,  in  the  hope  of  carrying  his  analysis  a  step 
further  inward  rather  than  of  projecting  his  results  further 
outward.  

(i.)  "  Gregory  King's  "  estimate  of  the  variations  in  the 
price  of  wheat. 
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The  celebrated  estimate  of  the  probable  effect  of  serious 
deficiencies  in  the  wheat  harvest^  usually  attributed  to 
Gregory  King,  but  perhaps  due  to  Davenant,  is  made  the 
subject  of  an  interesting  investigation  by  Jevons.* 

The  estimate  itself  may  be  put  into  the  following  form: 
Taking  10  as  the  numerical  value  of  the  normal  harvest 
and  1  as  the  normal  price,  it  is  estimated  that  we  should 
have  the  price  rising  to  1.8  for  a  harvest  of  9,  to  1.8  for  a 
harvest  of  8,  to  2.6  for  a  harvest  of  7,  to  8.8  for  a  harvest 
of  6,  and  to  6.6  for  a  harvest  of  6. 

Without  inquiring  into  the  grounds  of  this  estimate,  or 
making  himself  responsible  for  its  correctness,  Jevons  tries 
to  throw  it  into  scientific  form  by  deducing  from  it  a  law 
of  price  as  a  fimction  of  quantity.  Taking  the  ordinates 
to  register  price,  and  the  abscissas  quantity,  we  shall  have 
the  following  data :  — 


OS  ...  10 
y  .  .  .   \ 


9    1      8    1      7    16     15 
1.8       1.8       2.6       Z.B      5.5 


Of  course  there  are  an  indefinite  number  of  possible 
curves  that  pass  through  the  six  points  thus  indicated,  and 
we  shall  be  guided  in  our  method  of  attack  by  any  con- 
ceptions we  may  form  on  general  grounds  as  to  the  prob* 
able  form  of  the  curve. 

Jevons  (p.  170)  proceeds :  ^^  It  is  probable  that  the  price 
of  com  should  never  sink  to  zero,  as,  if  abundant,  it  could 
be  used  for  feeding  horses,  poultry,  and  cattle,  or  for  other 
purposes  for  which  it  is  too  costly  at  present.  It  is  said 
that  in  America  corn,  no  doubt  Indian  com,  has  been 
occasionally  used  as  fuel.  On  the  other  hand,  when  the 
quantity  is  much  diminished,  the  price  should  rise  rapidly, 
and  should  become  infinite  before  the  quantity  is  zero, 

*  Thwry  of  Political  JEeonomy,  aeoond  ediUon,  pp.  167-172.  I  take  it 
thftt  the  estimate  refers  to  wheat  alone.  See  Dayeoant,  Eswy  upon  the 
Probable  Methods  of  making  a  people  gainere  in  the  Balance  of  Trader 
yip*  80, 81.   But  in  one  passage  idieat,  barley,  and  rye  seem  to  be  included. 
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because  famine  would  then  be  impending.  The  substitu- 
tion of  potatoes  and  other  kinds  of  food  renders  the  famine 
point  very  uncertain ;  but  I  think  that  a  total  deficiency 
of  com  could  not  be  made  up  by  other  food."  These 
considerations  lead  Jevons  to  conjecture  that  the  curve 

will  be  of  the  form  yas  ^    ^^^  ,  and  he  fixes  the  constants 

so  as  to  get  a  fair  approximation  to  the  values  given  in 
the  estimate.  He  concludes,  ^^  Considering  the  close  ap- 
proximation in  the  above  numbers,  we  may  safely  substi- 
tute the  empirical  formula  for  [Davenant's]  numbers.*' 

Now  I  submit  that,  in  the  first  place,  the  estimate, 
whether  founded  on  observation  or  conjecture,  obviously 
refers  to  wheat  exclusively  in  its  capacity  as  human  food. 
Indeed,  it  is  distinctly  implied  by  Jevons  that  it  is  not 
actually  used  for  any  other  purpose.  If  we  are  to  con- 
sider its  use  as  food  for  horses  or  (when  burned)  as  manure, 
we  shall  have  to  take  into  account  another  curve,  which 
will  follow  its  own  law,  and  will  have  to  be  added  laterally 
to  the  curve  we  are  now  examining,  as  soon  as  the  latter 
descends  low  enough  to  be  affected  by  it.*  But  the  fact 
that  if  wheat  were  cheaper  people  Wfvld  buy  it  for  horses, 
does  not  in  any  way,  directly  or  indirectly,  affect  the  price 
they  really  give,  or  the  price  they  would  give  if  the  sup- 
ply were  dindnUhed.  Obviously,  then,  the  law  connecting 
the  six  points  which  constitute  our  data  must  be  inde- 
pendent of  such  possible  uses  of  wheat  as  are  wholly 
inoperative  throughout  the  region  over  which  our  observa- 
tions (or  conjectures)  extend.  In  other  words,  our  data 
belong  to  the  curve  that  connects  the  price  and  the  quan- 
tity of  wheat  a$  human  food^  and  this  curve  will  follow  its 
own  law  independently  of  any  other  curves  that  may 
combine  with  it  to  form  the  total  curve  that  gives  the 

•  Thif  brmneh  of  the  inbjeet  If  w«U  worked  ootby  WalrM  in  bit  **iUmenU 
triconomie  Politique  Pure.  U«Lefoii,  aO^Le^ooeljMiMim.  CLmj  AXpha- 
bet  of  Economic  Sclonco,  p,  SO. 
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price  of  wheat  as  a  function  of  its  quantity.  Now  it  is 
clear  that  a  comparatively  small  increase  of  the  supply  of 
wheat  would  actually  reduce  its  marginal  degree  of  utility 
as  human  food  to  zero ;  that  is  to  say,  would  give  every 
potential  purchaser  as  much  as  he  wanted  to  eat.  Our 
curve,  then,  must  not,  as  Jevons  thinks,  be  asymptotal  to 
the  axis  of  Xj  but  must  cut  it  for  a  comparatively  low 
value  of  X. 

Again,  impending  &mine  will  not  make  the  price  of 
wheat  infinite.  There  is  no  such  thing  as  an  infinite  price. 
Whether  or  not  there  can  be  an  infinite  tUUittf  is  a  ques- 
tion of  some  interest;  and  I  am  prepared  to  defend  a 
negative  answer  even  to  that.  But  there  can  be  no  ques- 
tion at  all  as  to  the  impossibility  of  an  infinite  price.  It 
is  a  contradiction  in  terms.  Again,  a  total  failure  of 
wheat,  or  even  of  grain  in  general,  would  no  doubt  pro- 
duce &mine,  but  not  amongst  the  wealthy  classes,  and 
famine  amongst  poor  people  could  not  raise  the  price  of 
com  to  any  very  high  figure :  they  can  but  offer  all  they 
have,  and  before  the  price  of  com  has  risen  many  hundred 
per  cent  they  will  have  no  power  to  purchase  it;  their 
demand  will  cease  to  be  ^^  effective.''  Amongst  the  wealthy 
people  and  their  retainers  there  will  be  no  lack  of  meat 
and  potatoes,  vegetables,  fruits,  etc.;  and  wheat-bread, 
though  commanding  a  high  price,  will  not  be  purchased, 
in  appreciable  quantities,  at  what  we  are  accustomed  to 
think  of  as  extreme  famine  prices,  for  there  will  be  no 
famine  amongst  the  purchasers,  there  will  only  be  a  lack 
of  bread  in  the  literal  and  narrow  sense.  I  must  therefore 
again  join  issue  with  Jevons  in  his  second  assumption ;  viz., 
that  before  we  get  back  to  the  origin,  our  formula  ought 
to  give  us  an  infinite  value  for  y.  Indeed,  it  is  pitiable  to 
think  how  slight  the  rise  would  probably  have  to  be  in 
order  to  induce  incipient  ^^  famine,"  and  how  false  the 
inference  that  if  people  are  djring  for  want  of  a  thing  the 
price  of  that  thing  must  be  **  infinite." 
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Diyesting  ourselves,  then,  of  Jevons's  preconceptions  as 
to  the  general  form  of  the  curve,  and  reserving  our  own 
preconceptions  (m.,  that  the  curve  will  cut  both  axes) 
to  act  as  a  check  upon  our  results,  let  us  look  for  the 
simplest  law  we  can  find  which  unites  the  six  points.  It 
will  appear  that  they  do  not  lie  on  a  conic.  The  conic 
fixed  by  any  five  of  them  does  not  pass  through  the  sixth. 
We  next  try  a  curve  of  the  third  degree.  If  we  assume 
the  simplest  form,  viz. : 

y  ss  aa?+ba?+  ex  +  dj 

we  shall  find  that  the  curve  determined  by  any  four  of  the 
points  passes  through  the  other  two.*    Its  formula  will  be 

60y  =  1500  -  874  a;  +  83  «•- ««. 

This  curve  cuts  the  axis  of  x  between  18  and  14,  and 
that  of  y  at  25.  ^  These  results  have  a  vraisemblanee 
which  is  truly  remarkable  when  we  consider  how  little 
right  we  have  to  expect  such  a  curve  as  this  to  yield 
reasonable  results  when  carried  far  beyond  the  limits  of 
the  data. 

Such  an  outcome  of  our  investigations  can  hardly  &il 
to  stimulate  curiosity  as  to  the  origin  of  this  most  interest- 
ing estimate,  and  the  grounds  on  which  it  was  formed. 

(ii.)  Dimensions  of  economic  quantities. 

There  are  no  portions  of  Professor  Jevons*s  great  work 
that  are  more  difficult  or  (as  I  think)  less  satisfactory 
than  the  sections  on  the  dimensions  of  economic  quantities. 

*  It  maj  be  ooliTeiiicnUy  found  by  the  method  of  differences.   Take  four 
polnte:^ 
«,  10   ....    1 

3 
9    ....    1.3  2 

5  1 

8    .    .    .    .    IJ  3 

8 
7    ....    2^ 

It  wfll  be  found  that  the  law  here  mggested  giree  the  other  two  points  with 
perfect  aoenracy.  I  am  indebted  to  Mr.  John  Bridge,  of  Hampstead»  for  sug- 
gesting the  application  of  this  method. 
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The  preyiouslj  uninitiated  (of  whom  I  am  one)  will  be 
able  to  gather  from  the  works  of  Professor  Jevons  himself 
that  the  theory  of  dimensions  has  been  found  a  powerful 
instrument  in  the  investigations  of  natural  science,  and 
will  welcome  his  attempt  to  introduce  the  same  method 
into  economic  studies.  It  is  of  vital  consequence  that  we 
should  have  a  precise  conception  of  our  several  units  and 
their  relations  to  each  other,  if  the  mathematical  method 
of  economic  study  is  to  make  any  real  progress ;  and  the 
careful  student  will  very  rapidly  learn  to  recognize  in  the 
theory  of  dimensions  a  valuable  means  of  elucidating  and 
checking  his  processes  and  results. 

But  the  method,  as  applied  by  Jevons,  appears  to  fit  his 
diagrams  singularly  ill;  and  if  it  is  to  find  any  harmonious 
development  in  connection  with  them,  some  better  prin- 
ciple of  co-ordination  must  be  sought. 

Perhaps  I  shall  be  excused  if  I  introduce  the  subject  by 
a  simple  and  elementary  illustration  of  the  theory  itself, 
derived  from  the  field  of  dynamics. 

If  we  represent  graphically  the 
space  which  a  body,  falling  from 
rest,  traverses  in  any  given  time, 
under  the  action  of  gravitation,  we 
shall  have  a  curve  roughly  of  the 
form  of  Fig.  I.,  in  which  the  ordi- 
nates  represent  length-space  (10 
feet  to  the  unit),  and  the  abscissas 
time  (1  second  to  the  unit).  Here 
the  dimension  of  the  ordinates  is 
Ly  or  length,  and  that  of  the  ab- 
scissas is  7,  or  time.  The  number 
of  the  units  contained  in  any  or- 
jdinate  is  connected  by  a  definite 
law  with  the  number  of  the  units 


Fig,^ 


-t 


contained  in  the  corresponding  abscissa  («  =  16 1^,  in  feet 
and  seconds),  but  the  nature  of  the  units  in  either  case 
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is  entirely  distinct.  Thus  the  interpretation  of  an  ordinate 
of  a  given  length  (when  once  obtained)  is  independent  of 
the  unit  of  time,  because  T  does  not  enter  as  a  dimension 
into  the  ordinates ;  but  if  I  call  a  certain  ordinate  10  when 
the  unit  of  length  is  a  foot,  I  must  call  it  120  if  I  change 
the  unit  to  an  inch.  Again,  if  I  call  a  certain  abscissa  10 
when  the  unit  of  time  is  a  second,  I  must  call  it  ^ » |. 
when  the  unit  of  time  is  a  minute.  Thus  the  numerical 
expression  for  any  quantity  of  one  positive  dimension  must 
be  increased  when  the  unit  of  its  dimensions  is  decreased, 
and  decreased  when  it  is  increased. 

Let  us  now,  treating  the  number  of  seconds  in  the 
formula  •  a  16^  as  the  variable,  and  the  feet  traversed  as 
the  function,  differentiate  the  latter  to  the  former.  That 
is  to  say,  let  us  find  the  rate  at  which  increments  of  time 
are  increasing  the  space  traversed,  at  any  point  in  the 
course  of  the  body;  or,  in  other  words,  let  us  find  the 
formula,  and  the  curve,  which  will  give  us  the  rate  at 
which  the  body  is  falling,  as  a  function  of  the  time  it  has 
been  in  motion. 

The  formula,  of  course,  will 
be  vs3  82f,  and  the  curve  is 
given  roughly  in  Fig.  II. , 
Here  the  unit  by  which  the 
abscissas  are  measured  is  the 
same  as  before.  Their  dimen- 
sion is  T.  But  the  unit  of  the 
ordinates  is  no  longer  a  unit 
of  length.  It  is  a  unit  of  rate. 
An  ordinate  does  not  now 
represent  feet,  but  feet-per- 
second.  The  unit  of  the  new 
ordinates,  then,  is  a  unit  of 

ratio  between  length  and  time,  ' 

each  measured  in  its  own  appropriate  unit.  Both  L  and  T 
must  therefore  enter  into  the  new  ordinates  as  dimensions ; 
but  they  do  not  enter  upon  the  same  footing. 


Figll 
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the  velocity  of  a  body,  in  each  second,  it  is  adding  16  feet 
per  half-second,  in  each  second,  and  8  feet  per  half-second 
in  each  half-second.  The  new  unit  being  half  the  old 
unit,  the  numerical  expression  for  acceleration  must  be 
altered  in  the  proportion  of  (|)':  1';  t.^.,  must  be  divided 
by  4. 

Now  note  further  that  in  these  successive  figures  an 
area  in  one  always  represents  the  same  kind  of  quantity, 
and  has  the  same  dimensions,  as  the  ordinate  of  its  pred- 
ecessor. 

Thus  on  Fig.  m.  if  we  take  the  area  above  the  abscissa 

2,  or  (  /"(aiy.dxy  we  shall,  of  course,  have  a  quantity  of 

the  dimensions  LT'*T,  or  LT^^;  t.^.,  a  velocity.     But  the 

ordinates  on  Fig.  11.  are  velocities.    If,  again,  we  take  the 

area  above  the  abscissa  2  in  Fig.  11.,  or  J  f'(x).dxj  we 

shall  have  a  quantity  of  dimensions  LT'^Ty  or  L ;  i.e.,  a 
length.    But  the  ordinates  on  Fig.  I.  represent  lengths. 

It  follows  that  there  is  no  natural  or  inherent  propriety 
in  representing  each  actual  dimension  of  the  quantity  we 
may  be  dealing  with,  by  a  dimension  of  space  in  a  diagram, 
for  we  have  seen  that  length  and  velocity  may  either  of 
them  be  represented  with  equal  propriety  by  a  line  or  an 
area.  In  the  same  way  area  or  volume  itself  may  often 
be  suitably  represented  by  a  line  in  a  diagram.  Again, 
there  is  no  impropriety  or  inconvenience  in  making  dia- 
grams in  which  the  same  dimension  enters  positively  or 
negatively  into  two  or  more  axes.  Thus,  in  our  Fig.  11., 
T  enters  positively  into  the  abscissas  and  negatively  into 
the  ordinates. 

An  apparent  neglect  of  these  considerations,  which  I  am 
not  able  satisfactorily  to  explain,  has,  if  I  am  not  mistaken, 
introduced  needless  difficulty  and  obscurity  into  Jevons's 
investigations  of  the  dimensions  of  economic  quantities, 
and  has  robbed  his  results  of  lucidity,  if  it  has  not  led  him 
into  positive  error. 
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Instead  of  criticising  in  detail  the  passages  in  the  The^ 
arjf  of  PoliUeal  Eamomy^  in  which  this  subject  is  treated, 
I  will  go  over  the  ground  which  they  cover,  and  ask  the 
reader  to  compare  my  statements  with  those  of  Jevons. 

We  will  begin  with  total  utility.  If  we  use  capitals  for 
dimensions  and  minuscules  for  the  number  of  units  (e.g^ 
T  for  the  dimension  time,  and  t  for  the  number  of  seconds 
or  other  units  of  time),  we  may  indicate  the  units  of  total 
utility  resulting  from  any  consumption  of  commodity  by 
u,  and  the  number  of  units  in  the  corresponding  amount 
of  commodity  by  q.  The  fundamental  quantitative  fact 
with  which  Economics  have  to  deal  may  then  be  expressed 
in  the  thesis  that  u  is  always  a  function  of  q. 

Now  Jevons  shows  that,  q  being  the  variable,  the  final 
degree  of  utility  of  a  commodity  is  the  differential  coeffi- 
cient to  9  of  its  total  utility;  whence  it  follows  that, 
taking  U  as  the  dimension  of  total  utility,  and  Q  as  the 
dimension  of  commodity,  we  shall  have  the  dimensions  of 
final  degree  of  utility  UQ^K 

Jevons  uses  the  symbol  U  to  signify  final  degree  of 
utility  (cf.  Jevons,  p.  71),  but  I  think  this  notation  is 
calculated  to  mislead.  I  should  suggest  that  when  we 
wish  to  speak  of  final  degree  of  utility  without  entering 
upon  the  analysis  or  history  of  the  conception,  we  should 
indicate  the  number  of  units  by  v^  and  the  dimension  by  V. 

In  comparing  my  formulae  with  Jevons's,  therefore,  it 
must  be  borne  in  mind  that  his  u  corresponds  to  mine ; 
his  17  as  a  dimension  corresponds  to  my  V  or  UQr^ ;  his 
{7  as  a  quantity  to  my  t;,  which  will  be  the  differential 
coefficient  of  u  to  the  variable  j.* 

*In  sabttitatiiig  Q  for  if,  I  follow  the  indications  of  Jevons  himself.  Pre- 
fftoe  to  2d  edition,  p.  zi.  On  page  71  Jeyons  appears  to  nse  oontradietoi7 
and  inconsistent  langcnage  with  regard  to  "  intensity  of  feeling/'  which  he 
identifies  in  one  place  with  "deq^ree  of  utility"  and  more  correctly  defines 
two  lines  above  as  total  instantaneous  utility.  The  former  of  these 
quantities  has  the  dimensions  VQ-\  the  latter  UQ-^QT-\  or  UT-K  Vide 
infra,  I  am  indebted  to  Mr.  W.  £.  Johnson,  of  King's  College,  Cambridge,  for 
the  elucidation  of  this  point. 
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Now  final  degree  of  utility  determines  exchange  value, 
and  we  have:  Exchange  value  determined  by  v  (of 
dimensions  UQr^) ;  that  is,  by  rate  at  which  inerementi  of 
commodity  are  increa$ing  total  advantage  derived  from 
coneumption.  In  this  sense  the  dimensions  of  ^^  value  in 
exchange  **  may  be  said  to  be  UQ'K 

Jevons  prefers  to  regard  total  utility  as  a  quantity  of 
two  dimensions,  MU^  corresponding  to  my  QV,  and  final 
degree  of  utility  as  a  quantity  of  one  dimension,  U^  cor- 
responding to  my  FI  If  we  adopt  this  view,  it  would  be 
proper  to  make  final  degree  of  utility  our  starting^int, 
and  begin  with  v  as  a  function  of  q.  We  should  then  inte- 
grate  to  obtain  u,  of  dimensions  Q  V.  My  objection  to  this 
is  twofold ;  for  total  utility  is  susceptible  of  direct  meas- 
urement by  any  standard  of  effort  or  endurance  that  may 
be  selected  (such  as  f  oot4ons  of  work  done  under  assigned 
conditions),  whereas  final  degree  of  utility*  is  essentially 
a  (limiting)  ratio^  and  is  therefore  appropriately  repre- 
sented (like  all  ratios)  as  having  two  dimensions  (whether 
simple  or  complex,  homogeneous  or  heterogeneous)  which 
enter  the  one  positively  and  the  other  negatively. 

Thus,  if  we  say  with  Jevons  that  total  utility  has  two 
dimensions,  MU  (our  QF),  we  must,  I  think,  add  that 
one  of  these  dimensions,  U  (our  F),  is  a  ratio,  and  not 
properly  a  dimension  at  all.  In  our  notation  it  is  equiva- 
lent to  UQ''\  and  the  dimensions  QUQ'^  reduce  to  U. 

In  my  view,  it  does  not  at  all  follow  from  this  that 
there  is  any  impropriety  in  representing  total  utility  dia- 
grammaticsJly  by  area^f     We  shall  do  so  whenever  we 

•It  must  be  remembered  thftt  wbea  we  epeak  of  the  direct  meMoiemeiit  of 
SiMd  degreee  of  ntilltj  or  Tatne  it  is  not  really  theee  qnantitlei  we  mre  meMor- 
iag^  but  the  product  of  finftl  degree  of  ntilitj  into  a  fmaU  increment  of 

eommoditj.   It  isnot --,  bot  5^  •  dgordii;  iA,anaaUinerement,of  dimen- 


■Ion  Ut  which  we  \ 

t  Mr.  Johneon  informs  me  that  writers  on  the  Newtonian  dyiuunics  habtto- 
alty  represent  linear  space  by  area  in  their  diagrams.  This  is  obTioosly 
eonTenient. 
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draw  curres  of  quantity  and  final  degree  of  utility.  The 
dimensions  of  abscissas  will  be  Q^  of  ordinates  C^^S  and 
of  areasCCr^\orCr. 

But  Jevons  points  out  that  as  a  matter  of  fact  it  is  not 
supply  but  rate  of  supply  per  unit  of  time,  not  total  enjoy- 
ment but  rate  of  enjoyment,  with  which  we  are  concerned. 
Whether  this  is  uniyersally  true  in  any  fruitful  and  man- 
ageable sense  or  not,  it  is  certainly  true  of  all  such  com- 
modities as  food,  water,  etc.  We  must  therefore  take  up 
the  question  again  from  this  point  of  view.  Regarding 
rate  of  supply  per  unit  of  time  (dimensions  QT^^^  as  the 
variable,  and  rate  of  enjoyment,  relief,  or  advantage  per 
unit  of  time  (dimensions  UT'^^  as  the  function,  and  then 
differentiating,  we  shall  find  that  the  dimensions  T  cancel 
each  other,  and  we  have  UT^^Q^^T^  or  UQ'^  again,  as 
the  dimension  of  the  rate  at  tehieh  increase  in  rate  of 
9uppljf  %nerea$e$  rate  of  er^oyment.     And  it  is,  in  truth, 

sufficiently  plain 
that  this  rate  is  a 
direct  relation  be- 
tween the  quantity 
of  the  commodity 
and  the  enjoyment 
it  causes,  and  is 
not  affected  in  its 
numerical  expres- 
sion by  any  change 
in  the  unit  of  time. 
These  results 
are  summarized 
onFigs.  IV.-Vn.: 
in  Fig.  IV.  we 
have  dimension  of 
abscissa  Q^  and 
dimension  of  ordinate  U\  in  Fig.  V.  of  abscissa  Q^  of 
ordinate  UQr\  of  area  CT;  in  Fig.  VI.  of  abscissa  QT-^^ 


Digitized  by 


Google 


JEV0N8*8  "  THEORY  OF  POLITICAL  ECONOMY*' 


805 


of  ordinate  UT-^i  in  Pig.  VII.  of  abscissa  QT''\  of 
ordinate  UQ'\  of  area  UT'^\  where  the  areas  in  Figs.  V. 
and  Vn.  have  the 
same  dimensions,  re- 
spectively, as  the 
ordinates  in  Figs.  lY. 
and  VI. 

If  we  wished  to 
represent,  with  the 
aid  of  F^.  vn.,  the 
total  advantage  de- 
rived from  the  con- 
sumption of  a  given 
quantity  of  commod- 
ity at  the  rate  indicated,  we  should  have  to  add  a  third 
axis  perpendicular  to  the  plane  of  the  figure,  on  which 
to  measure  the 
time  during 
which  the  rate 
of  enjoyment 
represented  by 
the  area  is  main- 
tained. Neither 
of  Jevons's  ob- 
jections to  this 
methodare  valid. 
There  is  no 
reason  why  an 
economic  quan- 
tity of  one  or  of 
two  dimensions 
should  not  be 
represented  by  a 
figure  of  three  dimensions ;  and  there  is  no  objection  to 
introducing  time  positively  on  one  axis  and  negatively  on 
another. 


UT« 


Digifized  by  Google 


806 


QUAMTERLT  JOURNAL  OF  ECONOMICS 


UQi 


Fig.  VI  J 


It  should  be  obseired  that  this  method  lenderB  a  per- 
fect account  of  the  hct  that  (under  ordinary  ciromn- 
stances,  and  with  due  limitaticms)  we  most  hold  that  the 

sune  amount  of  com- 
modity yields  a  larger 
sum  of  satisfaction 
when  consumed  slow- 
ly than  when  con- 
sumed fast.  The 
result  of  slackening 
the  rate  of  supply 
would  be  to  shorten 
the  abscissas  in  Figs. 
VI-  and  Vn.,  and 
proportionately  to 
lengtheii  the  perpendicular  time4uds  in  the  solid  figure 
bmlt  on  Fig.  VII.  This  would  obviously  inc^ase  the 
volume  of  the  solid  that  represents  the  total  utility. 

Such  a  figure  would  represent  all  the  quantities  with 
which  we  have  to  deaL  Rate  of  supply  on  the  axis  of  JST, 
dimensions  QT"^;  final  degree  of  utility  on  axis  of  F, 
dimensions  UQ'^ ;  time  on  perpendicular  axis  of  Z,  dimen- 
sion T;  rate  of  enjoyment  on  area  of  plane  figure,  dimen- 
sions QT'^UQ~\  or  UT'^;  total  enjoyment  on  volume  of 
solid  figure,  dimensions  QT'^UQ'^Tj  or  U;  total  supply 
on  rectangle  between  axis  of  X  and  axis  of  Z,  dimensions 
QT^^T,  or  Q. 

Of  these  quantities,  the  rate  of  supply  and  the  final 
degree  of  utility  are  the  most  important,  and  these  are  the 
most  easily  read  on  the  figure. 

We  have  now  considered  the  case  of  absolute  quantity 
of  commodity  yielding  absolute  quantity  of  enjoyment, 
and  also  the  case  of  rate  of  supply  of  commodity  yielding 
rate  of  enjoyment;  but  there  is  a  third  and  equally  im- 
portant case,  in  which  absolute  quantity  of  commodity 
yields  rate  of  enjoyment.    Thus  we  are  accustomed  to  think 
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of  famished  apartments  as  yielding  so  much  adyantage 
per  weekf  month,  or  year,  not  as  yielding  a  certain  total 
advantage.  The  correctness,  or  at  any  rate  the  complete- 
ness, of  this  view  may  well  be  questioned,  but  in  the  case 
of  imperishable  articles,  such  as  diamonds,  it  is  difficult 
to  regard  the  variable  and  function  in  any  other  light 
than  that  of  absolute  quantity  and  rate  of  advantage. 

In  the  first  place,  then,  we  shall  measure  quantity  of 
commodity,  as  the  variable,  along  the  axis  of  X,  with 
dimension  Q,  and  rate  of  enjoyment,  as  the  function  along 
the  axis  of  F,  with  dimensions  UT'\  Differentiating,  we 
shall  get  the  rate  at  which  increments  of  commodity  are 
increasing  the  rate  of  enjoyment,  as  a  function  of  q  with 
dimensions  UT'^Q'K  This  is  not  final  degree  of  utility 
(dimensions  UQ'^^y  but  a  ratio  between  this  quantity  and 
time ;  and  it  is  the  measure,  not  of  value  and  thence  of 
prtee^  but  of  value^r^nit-^f-time  and  thence  of  hire.* 

Obviously  the  problem  of  interest,  or  hire  of  capital, 
must  fall  under  this  general  case.  Capital  is  a  commodity 
and  is  measured  in  absolute  units,  whereas  the  advantage 
of  capital  is  a  periodic  yield  and  is  measured  by  a  ratio 
between  time  and  commodity.  The  peculiarity  of  th^ 
case  is  that  here  the  advantage  itself  consists  in  the 
obtaining  of  commodity,  so  that  the  dimension  U  will 
itself  be  Q.  Thus  in  tJle  case  of  capital  the  dimensions 
of  hire  UT'^Q'^  become  QT'^Q-\  or  T'\  This  must 
be  the  dimension  of  hire  of  capital  (that  is  to  say,  of 
interest)  considered  as  a  rate ;  and  we  shall  see  presently 
that  an  independent  investigation  of  the  phenomena  of 
interest  leads  to  the  same  conclusion. 


*Botli  price  and  hire  to  be  nndentood  ■■  per  unit  of  oommodity.  To 
eetaWish  a  relatloQ  between  hire  and  price,  we  moet  sappose  the  porchaeer'i 
eethnate  of  diataot  enjojment  to  be  affected  by  tmoertaintj,  or  tome  other 
qnaUty  taihereot  in  remoteneae,  in  inch  a  way  as  to  make  the  snooeiriTe  antici- 
pated yiekU  of  ■ooeeiriTe  increments  of  time  a  convergent  series.  Price  wili 
then  be  the  integral  of  dt,  (hire),  and  wiU  have  the  dimensions  of  liire  and 
time;  ria.,  UT-^Q-^T,  or  UQ-^  as  before. 
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or  other  periodic  wear,  as  a  fiinction  of  e.  We  have  next 
to  examine  the  productiveness  of  the  capital;  %.e.y  the 
number  of  units  of  commodity,  per  annum  or  other  unit 


Fig.  VIII 


QT- 


I    " 


of  time,  which  the  use  of  the  capital  enables  the  fixed 
application  of  labor  to  produce.  In  estimating  this  we 
must  subtract  all  the  commodity  which  the  capital  actually 
consumes,  such  as  coal,  oil,  etc.  (supposing  the  capital  to 
be  in  the  shape  of  machinery).*  We  may  take  p  as  the 
amount  of  commodity  which  e  enables  the  fixed  applica- 
tion of  labor  to  produce  (over  and  above  what  e  itself 
consumes)  every  year,  or  other  period  of  time.  Its  dimen- 
sions will  be  QT'K  Then  pr  will  be  total  amount  of 
commodity  produced  in  the  time  r  in  virtue  of  the  use  of  e. 
And  if  we  put  q  for  pr  then  the  annual  product,  or  p^ 

may  be  written  i.   Its  dimensions  will  be  the  same  as  those 

of-;  viz.,^r-». 

•r  q 

As  the  capital  increases  in  amount,  its  annual  yield,  ^ 

will  at  first  increase  rapidly,  but  after  a  time  (the  applica- 
tion of  labor  being  fixed)  increase  in  the  amount  of  capital 

of  a  eommoii  meMore  of  aU  **  commodittoe." 
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will  but  slightly  increase  the  annual  yield  (since  the  labor 
is  already  supplied  with  its  most  urgently  required  aids), 
and  at  last,  when  the  point  has  been  reached  at  which  the 
labor  has  all  possible  aids  and  is  applied  at  the  greatest 
possible  advantage,  further  increments  of  capital  will  not 

increase  the  annual  product  at  alL  This  quantity ,  |,  having 

the  same  dimensions  as  ^  may  be  shown  on  the  ordinates 

T 

of  the  same  figure.  It  is  given,  hypothetically,  on  the 
upper  curve  of  Fig.  Vlll.,  as  a  function  of  e.  This  gro%9 
productiveness  of  <?,  as  we  have  seen,  reaches  a  maYimum, 
or  at  any  rate  has  a  Umit;  but  long  before  it  reaches  it, 
the  net  productiveness  of  e  will  have  passed  its  maTimum 
and  will  be  tending  to  zero ;  for  we  must  remember  that 
as  e  increases,  the  annual  waste  of  e  also  increases  without 
limit,  and  since  this  annual  waste  must  be  made  good,  the 

net  productiveness  oieiE  represented  by  S .£  (i.^., annual 

T       T 

yield  of  capital  minus  annual  waste  of  capital)  in  the 
figure  the  length  of  the  intercept  between  the  two  curves. 
Now  this  quantity,  2zif ,  is  itself  a  function  of  <?,  and  has 

T 

the  dimensions  QT'\    It  is  represented  in  Fig.  IX. 


Fig.  IX 


gr 


If  we  now  proceed  to  differentiate,  to  the  variable  e,  we 
are  in  danger  of  having  to  deal  with  ordinates  so  small 
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as  to  dfifeat  the  object  of  diagrammatic  illustration;  but 
this  may  be  averted  by  the  familiar  artifice  of  lengthening 
the  scide  on  the  axis  of  Y.  We  will  therefore  represent 
the  unit  of  ^  by  the  same  length  as  before  on  the  axis 


of  X,  and  by  a  length  ten  times  as  great  on  the  axis  of  Y. 
We  shall  then  have  a  curve  such  as  that  of  Fig.  X.,  which 
will  show  us  the  rate  at  which  inerementi  of  capital  are 
inereaiing  the  aimual  return  made  hy  the  capital. 
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Now  we  have  seen  that  the  rate  of  hire  of  anytfaiiig 
follows  the  ordinary  laws  of  final  degree  of  utility,  and  is 
determined  by  the  rate  of  productiveness  (in  satisfaction 
or  commodity)  of  the  hut  increment  of  the  thing  hired. 
That  is  to  say,  if  (t  is  the  quantity  of  capital  and  /(c),  in 
Fig.  IX.,  the  net  periodical  productiveness  of  e,  then /'(<?), 
in  Fig.  X.,  will  be  the  rate  of  hire  of  capital;  i.e^  the  rate 
of  interest. 

This  quantity  is  a  ratio  between  rate-of-supply-of-com- 
modity  (yield)  and  commodity  (capital),  and  its  dimen- 
sions therefore  are  QT'^Q'\  or  T'^^;  and  Jevons  has 
shown,  with  great  care  and  elaborateness,  that  T^^  is  in 
truth  the  dimension  of  rate  of  interest  (^Theory ^  etc., 
pp.  268  «;.).  In  fact,  the  length  of  any  ordinate  in  Fig.  X. 
shows,  in  numerical  units,  without  dimension,  the  ratio 
between  the  increase  of  the  capital  and  the  increase  of 
the  periodical  yield  or  product.  For  a;  cb  6^  it  is  one-tenth, 
or  ten  per  cent ;  ioi  x^  6^  it  is  one-twentieth,  or  five  per 
cent.  All  that  we  need  to  know  more  is  the  length  of  the 
periody  for  which  the  periodic  yield  has  been  estimated. 
That  is  to  say,  the  only  dimension  of  rate  of  productive- 
ness, or  rate  of  interest,  is  T''\  The  numerical  expression 
of  a  given  rate  of  interest  is  only  affected  by  a  change  in 
the  unit  of  time,  not  by  a  change  in  the  unit  of  commodity. 

Proceeding,  then,  with  the  examination  of  Fig.  X.,  we 
find  that  f'Cc) .  c  is  the  actual  sum  periodically  paid  as 

interest;  J  f'(e) .  dcj  or  the  total  curvilinear  area  over  cr, 

the  total  net  periodical  yield  of  the  given  application  of 
labor,  backed  by  the  quantity  e  of  capital,  and 


r 


or  the  curvilinear  area  over  the  rectangle  of  interest,  the 
periodical  return  to  the  application  of  labor  over  and 
above  the  sum  paid  in  interest.  All  these  quantities 
have  the  dimensions  QT~\  and  are  periodical.     To  get 
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the  absolute  sum  of  any  one  of  them  during  a  defined 
period  r,  we  should  have  to  multiply  by  r  and  reduce  the 
dimensions  to  QT'^T^  or  Q.  This  would  involve  a  third 
axis,  registering  positively  the  dimension  T^  which  appears 
negatively  on  the  axis  of  Y.  What  are  the  grounds  of 
Jevons's  objection  to  this  I  have  not  been  able  to  dis- 
cover, and  I  am  wholly  unable  to  defend  his  position 
(^.  Theory^  pp.  72  «gr.). 

If  the  view  now  set  forth  is  correct,  no  great  impor- 
tance can  be  attached  to  the  paragraph  on  pp.  266,  267  of 
the  Theortfj  in  which  Jevons  seeks  a  ^^  general  expression 
for  the  rate  of  interest.''  His  fundamental  hypothesis  that 
the  produce  for  the  same  amount  of  labor  may  reasonably 
be  regarded  as  a  continuous  function  of  the  time  elapsing 
between  the  expenditure  of  the  labor  and  the  enjoyment 
of  the  result  is  not  based  upon  a  typical  case  of  the  use 
of  capital,  and  in  the  cases  to  which  it  does  apply  it  deals 
with  derivative,  not  with  primary  &cts  and  phenomena. 
The  typical  case  of  the  use  of  capital  is  that  in  which  the 
result  is  yielded  continuously.  All  the  great  staple  in- 
dustries need  a  continuous  renewal  and  expansion  of 
capital,  which  capital,  as  it  is  invested,  forthwith  begins 
to  yield  a  continuous  product.  This  I  take  to  be  the 
primary  and  norm-giying  &ct.  If,  by  way  of  exception, 
an  investment  of  capital  is  proposed  which  will,  after  an 
interval,  yield  not  a  revenue,  but  an  absolute  utility ;  or 
if,  as  is  extremely  common,  a  gradual  investment  of 
capital  is  proposed,  with  the  expectation  that  when  the 
investment  is  complete  the  whole  invested  capital  (in  the 
shape  of  a  ship  or  a  machine,  for  instance)  will  be  pur- 
chased by  some  one  who  has  performed  the  process  of 
integration  indicated  in  the  note  on  p.  18 ;  or,  lastly,  if 
an  immediate  investment  of  capital  is  proposed  in  order 
that  after  an  interval  a  periodic  yield  may  be  enjoyed  by 
the  investor, — in  all  these  cases  the  investor  has  to  con- 
sider what  quantity  of  commodity  he  would  command  at 
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the  expiration  of  the  given  time,  had  he  inyested  at  first 
in  one  of  the  staple  indnstriee,  and  then  continaonsly 
reinvested  his  continnously  accruing  letam  in  the  same 
industry  again.  If  the  proposed  investaient  does  not 
promise  equal  advantages,  he  will  not  enter  upon  it. 
Thus  the  basis  of  the  estimate  in  every  case  of  drferred 
reMuU  must  be  sought  in  the  rate  of  immsdiaU  yield 
(if.  Theory,  pp.  66-74,  90-91,  266-280). 

In  these  notes  I  have  made  no  attempt  to  carry  the 
theory  of  capital  and  interest  beyond  the  point  at  which 
Jevons  left  it.  Very  much  remains  to  be  done  in  this 
field,  but  my  present  object  is  only  to  clear  away  certain 
difficulties  and  rearrange  the  results  already  obteined,  in 
order  that  the  ground  from  which  we  are  to  advance  may 
be  better  and  more  firmly  occupied. 

As  an  exercise  we  might  trace  the  effect  of  any  process 
which  would  make  capital  more  durable.  This  would 
increase  r,  and  so  lower  the  curve  of  wear  in  Fig.  VIU. 
But  it  probably  would  not  lower  the  curve  of  productive- 
ness, since  it  would  increase  the  numerator  as  well  as 
the  denominator  of  the  formula  that  gives  the  ordinate, 
and  that,  too,  in  something  like  the  same  proportion. 
Hence  the  ordinates  of  Fig.  IX.  will  be  lengthened,  and 
so  will  those  of  Fig.  X.  The  immediate  effect,  therefore, 
if  we  could  imagine  the  phenomenon  taking  place  sud- 
denly and  simultaneously  everywhere,  would  be  to  raise 
the  rate  of  interest.  But  the  increased  net  production 
would  tend  to  increase  accumulation,  and  so  e  would 
increase,  and/((?)  and /'((?)  would  decline  again. 

Philip  H.  Wiokstsed. 
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CIATIONS. 

Thb  class  of  associations  discussed  in  this  article  are 
known  by  many  names.  Among  them  are  Co-operative 
Savings  and  Loan  Associations,  Co-operative  Banks, 
Building  Associations,  Building  and  Loan  Associations, 
Mutual  Loan  Associations,  Homestead  Aid  Associations, 
and  others.  There  is  no  name  which  so  accurately  de- 
scribes them  all  as  Co-operative  Savings  and  Loan  Asso- 
ciations, and  no  form  of  direct  co-operation  among  the 
wage-earners  of  the  United  States  is  attracting  more 
attention  at  the  present  time  than  the  various  associa- 
tions grouped  under  this  name.  Such  attention  is  not 
confined  to  those  directiy  interested  in  organizing  and 
conducting  them,  or  to  wage-earners,  but  is  shared  by 
social  science  associations  and  by  many  philanthropic  men, 
who  are  deeply  interested  in  every  movement  which  seems 
to  present  safe  and  practical  methods  for  improving  the 
material  welfare  of  the  wage-earning  classes. 

While  an  examination  of  these  associations  throughout 
the  country  reveals  many  and  important  variations  in  the 
manner  of  conducting  tiieir  business,  the  general  plan  of 
their  organization  and  business  methods  is  quite  uniform, 
and  may  be  briefly  described  as  follows :  — 

1.  They  are  corporations  organized  under  a  general  act 
of  the  State  authorizing  their  formation. 

2.  Every  member  of  an  association  is  a  stockholder,  and 
becomes  such  by  subscribing  for  one  or  more  shares  of 
stock,  signing  the  articles  of  association  and  by-laws,  and 
paying  an  entrance-fee.  He  has  thereby  undertaken  to 
pay  to  the  association,  upon  each  share  of  stock  taken  by 
him,  at  r^^ular  stated  times,  a  certain  sum  called  ^dues,'* 
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be  paid  by  the  borrower  in  excess  of  interest  is  called  a 
^premium/'  The  borrower  pays  interest  on  his  loan  at 
stated  times  corresponding  with  the  same  times  that  he 
pays  dues  on  his  stock* 

6.  Shares  of  stock  npon  which  the  holder  has  made  a 
loan  are  called  *^ borrowed''  or  ^^ pledged"  shares,  while 
shares  not  borrowed  npon  are  called  ^free"  or  ^un- 
pledged" shares. 

The  holder  of  free  shares  may  surrender  them  to  the 
association  at  any  time  upon  thirty  days'  notice  and  with- 
draw his  accumulations  of  sayings,  the  association  retain- 
ing a  certain  percentage  of  the  profits,  which  have  been 
added  to  their  value  in  dividends;  or  he  may  sell  them  to 
another  person,  and  such  person,  upon  signing  the  articles 
of  association  and  by-laws  and  procuring  a  transfer  of  the 
stock  to  himself  upon  the  books  of  the  association  and 
paying  a  certain  transfer-fee,  becomes  a  shareholder  in  his 
stead* 

The  sum  which  the  association  pays  upon  each  share 
withdrawn  is  called  its  ^  withdrawal "  value. 

7.  The  borrowing  shareholder  continues  to  pay  dues 
upon  the  stock  borrowed  upon  with  his  interest  until  the 
shares  reach  their  matured  value,  when  they  cancel  his 
loan,  and  he  surrenders  the  stock,  and  the  association  dis- 
charges his  securities. 

He  may,  however,  repay  his  loan  at  any  time,  and  again 
hold  his  shares  free;  or  he  may  have  their  withdrawal 
value  applied  upon  the  loan,  and  pay  the  balance  and  sur- 
render his  stock.  A  fine  is  imposed  in  all  cases  when 
a  default  is  made  in  the  payment  of  interest  or  dues. 

8.  The  profits  of  the  association  are  derived  from  inter- 
est and  premium  on  loans,  from  the  share  of  profits  left 
by  withdrawing  shareholders,  from  fines,  entrance  and 
transfer  fees.  These  are  distributed  annually  or  oftener, 
after  expenses  are  deducted,  in  dividends  added  to  the 
value  of  the  shares  of  stock,  each  share  of  unmatured 
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stock  reoeiying  a  dividend  in  amount  bearing  the  same 
proportion  to  the  total  sum  distributed  that  the  yalne  of 
the  share  bears  to  the  total  value  of  all  the  shares  to 
which  the  distribution  is  made. 

The  important  di£ferences  among  associations  in  tiie 
manner  of  conducting  their  business  are  as  follows:  — 

1.  In  the  manner  of  issuing  their  stock.  Some  issue 
only  one  series.  A  person  taking  stock  in  this  class  of 
associations  after  the  time  of  the  first  issue  is  required  at 
the  time  he  takes  his  shares  to  pay  a  sum  equivalent  to 
the  sum  of  the  accrued  dues  and  tiie  profits  which  have 
been  added  to  the  stock  prior  to  his  becoming  a  share- 
holder, so  that  every  share  of  stock  outstanding,  and  not 
in  arrears  for  dues,  at  any  time  in  the  history  of  the  asso- 
ciation is  of  the  same  value.  When  the  shares  reach  their 
matured  value,  every  shareholder  has  become  a  borrower 
to  the  extent  of  the  matured  value  of  his  shares.  The 
value  of  his  stock  cancels  his  loan,  and  the  association 
dissolves.  This  is  called  the  tenmnatinff  plan.  This  was 
the  plan  usually  followed  until  recent  years.  Another 
plan,  which  is  the  one  quite  generally  adopted  at  the 
present  time,  is  to  issue  a  new  series  of  stock  yearly  or 
oftener.  This  is  called  the  ierial  plan,  and  under  it  the 
association  may  become  perpetuaL  There  is  still  anotiier 
plan  called  the  permanent^  in  which  stock  is  issued  at 
any  time. 

2.  The  second  important  variation  relates  to  the  ma- 
tured value  of  shares,  the  amount  and  time  of  paying 
dues,  and  the  manner  of  payment.  The  matured  vedue 
of  shares  ranges  all  the  way  from  $10  to  9600.  The  most 
common  amounts  are  $100  and  9200.  Dues  are  paid 
weekly  or  monthly,  and  vary  in  amount  from  ten  cents 
weekly  to  two  dollars  monthly  on  each  share.  The  most 
common  amounts  are  twenty-five  cents  weekly  and  one 
dollar  monthly.  Payments  are  usually  required  weekly 
or  monthly.    One  class  of  associations  require  all  dues 
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and  interest  to  be  paid  to  a  committee  of  the  Board  of 
Directors  at  the  stated  meetings,  while  another  class  allow 
them  to  be  paid  to  the  secretary  at  his  office  before  the 
stated  weekly  or  monthly  meetings. 

8.  The  third  important  variation  is  in  the  modes  in 
which  the  borrower  bids  and  pays  a  premium. 

(a)  One  mode  is  for  the  borrower  to  bid  a  certain  sum 
per  share,  the  amount  being  deducted  from  the  loan,  and 
the  security  being  given  for  the  full  matured  value  of  the 
shares  borrowed  upon,  with  interest;  but,  in  the  event  the 
borrower  pays  the  loan  before  the  shares  borrowed  upon 
shall  mature,  certain  rebates  upon  the  premium  so  bid  and 
paid  are  allowed  to  him.  This  is  known  as  the  ^^gross 
plan." 

(5)  A  second  mode  is  for  the  borrower  to  bid  a  certain 
sum  per  share,  as  in  the  gross  plan,  and  to  receive  a  rebate 
on  the  premium  paid  in  the  same  manner  in  case  of  pre- 
payment of  loan ;  but  he  only  pays  interest  on  the  net 
sum  received  after  deducting  the  premium.  This  is  called 
the  ^  net  plan.''  Very  few  associations  pursue  this  plan 
at  the  present  time. 

(e)  A  third  mode  is  tor  the  borrower  to  bid  a  certain 
sum  per  share,  which  he  will  pay  monthly  or  weekly,  as 
the  scheme  of  the  association  requires,  in  addition  to  in. 
terest.    This  is  known  as  the  ^  instalment  plan.'' 

(d)  A  fourth  mode  is  for  the  borrower  to  bid  on  the 
rate  of  interest  he  will  pay  for  the  loan.  This  is  named 
the  ^interest  premium  plim." 

(e)  A  fifth  mode  is  for  the  borrower  to  bid  a  certain 
sum  per  share  in  the  event  of  competition  among  bor- 
rowers, the  amount  being  deducted  from  the  sum  loaned 
and  security  being  given  for  the  full  amount,  as  in  the 
gross  plan ;  but  no  rebates  are  allowed  on  prepayment  of 
the  loan.  The  premium  bid  and  paid  is  treated  as  a 
bonus,  and  the  whole  matter  of  premium  on  the  loan  is 
ended  when  the  loan  is  perfected.    This  has  been  named 
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the  ^  New  York  premium  plan,**  by  reason  of  its  incor- 
poration in  an  act  passed  in  that  State  in  1887.  It  is,  in 
&ct,  the  gross  plan  without  the  system  of  rebates,  whereby 
certain  parts  of  the  premium  bid  by  the  borrower  are  re- 
turned to  him  in  the  event  of  his  paying  his  loan  before 
the  maturity  of  the  shares  borrowed  upon« 

There  are  ot^r  minor  variations,  but  it  is  unnecessary 
to  describe  them  for  the  purposes  of  this  article. 

The  first  association  in  this  country  was  organized  in 
a  suburb  of  Philadelphia  in  January,  1881,  and  named  the 
^  Oxford  Provident  Building  Association/'  It  was  formed 
upon  the  terminating  plan,  matured  value  of  shares  fSOO 
and  monthly  dues  #8.  Its  stock  matured  in  June,  1841, 
and  the  association  dosed.  Another  association  was  im- 
mediately formed  under  the  same  name.  A  second  asso- 
ciation was  formed  in  1845,  and  called  the  ^*  Franklin 
Building  Association."  It  placed  the  matured  value  of 
its  shares  at  9200,  and  monthly  dues  $1.  This  was  the 
model  after  which  associations  thereafter  in  Philadelphia 
were  largely  patterned.  The  first  general  act  authorizing 
their  incorporation  in  Pennsylvania  was  passed  in  April, 
1860,  and  limited  the  number  of  shares  of  stock  to  600. 
In  April,  1851,  this  limit  was  increased  to  2,500.  The 
matured  value  of  shares  was  placed  at  $200,  and  monthly 
dues  at  $1.  The  limitation  in  the  number  of  shares  re- 
mained in  the  laws  of  Pennsylvania  until  1874. 

It  is  estimated  that  about  fifty  associations  were  formed 
in  Philadelphia  from  1845  to  1850 ;  but  they  were  unincor- 
porated, conducting  their  business  through  trustees,  ex- 
cept that  in  a  few  associations  special  acts  of  incorporation 
were  obtained  from  the  legislature.  Their  numbers  in- 
creased during  the  decade  of  the  fifties,  and  they  spread 
to  some  extent  throughout  the  State.  The  Civil  War 
retarded  their  growth  for  a  time ;  but  after  its  close  their 
number  in  the  whole  State  began  to  increase  with  great 
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rapidity,  and  their  prosperity  has  eontinued  until  the 
present  time.  The  increase  in  numbers  was  greatest  from 
1870  to  1880,  and  the  total  number  of  associations  in  the 
early  years  of  the  present  decade  was  undoubtedly  greater 
than  at  the  present  time.  It  was  variously  estimated  from 
1,500  to  1,800.  The  decrease  in  numbers  in  recent  years 
is  owing  to  two  causes. 

1.  Prior  to  1874,  all  the  associations  formed  were  limited 
to  2,500  shares,  whether  formed  upon  the  terminating  or 
serial  plan.  This  necessarily  limited  the  membership  of 
a  single  association  within  comparatively  narrow  boun- 
daries. In  1874,  the  law  was  changed  by  striking  out  the 
limit  as  to  the  number  of  shares,  and  providing  that  the 
aggregate  capital  of  an  association  should  not  exceed 
one  million  dollars.  This  permitted  a  single  association 
to  transact  an  amount  of  business  that  required  several 
before  the  amendment  of  the  law.  The  result  has  been 
an  increase  in  the  membership  of  single  associations. 

2.  Many  of  the  associations,  still  in  existence  in  1880, 
were  formed  upon  the  terminating  plan,  and  have  matured 
their  stock  and  dissolved.  The  Secretary  of  Internal 
AfEairs  of  Pennsylvania,  in  his  report  for  1879-80,  in 
speaking  of  these  associations,  said :  — 

Hundreds  of  these  aasooiationB  have  been  oondnoted,  from  their 
inception  to  their  termination,  withcmt  the  loss  of  »  dollar.  From 
their  inception  up  to  the  present  time,  it  is  estimated  that  nnder  their 
operation  60,000  comfortable  houses  have  been  erected  in  Philadel- 
phia alone,  and  that  they  have  enabled  26,000  householders  to  pay 
off  mortgages  that  probably  would  otherwise  have  been  foreclosed. 
They  have  been  the  means  of  making  80,000  owners  of  real  estate 
and  80,000  tax-payers,  thus  giving  Philadelphia  the  pre-eminent  title 
of  being  the  **  dty  of  homes." 

M.  J.  Brown,  publisher  of  the  BuUding  A$$ociatian  and 
Home  Journal  of  Philadelphia,  than  whom  there  is  no  one 
better  qualified  to  judge,  estimates  the  present  number  in 
the  State  at  900,  of  which  one-half  are  located  in  Philadel- 
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phia.  For  the  purpose  of  determining  the  amount  of 
capital  invested  in  these  associations  in  Philadelphia  and 
throughout  tiie  State,  he  made  an  examination  of  the 
accounts  of  one  hundred  and  twenty  associations,  and 
found  their  aggregate  capital  to  be  $8,749,S87;  average 
capital,  $72,911 ;  aggregate  shares,  161,680 ;  average  shares, 
1,264.  Applying  this  ratio  to  the  four  hundred  and  fifty 
Philadelphia  associations,  their  aggregate  capital  amounts 
to  182,810,017,  and  in  the  whole  State  to  over  $66,000,- 
000.  Applying  the  average  of  the  number  of  shares  in 
each  of  the  one  hundred  and  twenty  associations  exam- 
ined to  the  nine  hundred  in  the  State,  the  total  number 
of  shares  amounts  to  1,400,000.  Upon  each  of  these 
shares  there  is  paid  in  dues  every  year  $12,  making  the 
total  savings  paid  into  these  associations  in  the  State  of 
Pennsylvania,  in  a  single  year,  $17,261,200. 

We  have  dwelt  upon  the  details  of  these  associations 
in  Philadelphia  at  some  length,  for  the  reason  that  here 
was  their  beginning  in  this  country,  and  here  they  have 
achieved  their  greatest  success.  Why  they  have  been  so 
successful  we  will  explain  after  noting  briefly  their  his- 
tory in  other  States. 

Their  early  history  in  New  York  is  worthy  of  study. 
Some  voluntary  associations  were  formed  during  1849-60, 
but  the  first  general  act  for  their  incorporation  was  passed 
in  1861.  This  act  was  general  in  its  provisions,  and  out- 
lined no  definite  plan  for  conducting  their  business. 
Under  its  authority,  seventy-two  associations  were  incor- 
porated in  the  city  of  New  York  between  May  26, 1861, 
and  November  26,  1862.  Duriiig  this  time,  commercial 
activity  and  speculation  were  at  high  tide.  The  organ- 
izers explained  to  the  ignorant  and  unwary  promising 
schemes  whereby  homes  were  to  be  paid  for  in  an  easy 
manner.  Infatuated  with  the  speculative  rage  of  the 
times,  the  enthusiastic  borrower  expected  his  real  estate 
to  double  or  treble  in  value  while  he  was  paying  for  it ; 
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and  under  this  stimnlns  he  was  in  a  mood  to  bid  a  high 
premium,  that  he  might  borrow  the  funds  of  the  associa- 
tion. The  tide  in  commercial  affairs  soon  changed,  hard 
times  followed,  the  dues  and  large  interest  could  not  be 
met,  fines  accumulated,  and  the  borrowers  found  them- 
selyes  in  a  net  from  which  they  could  not  escape.  Mur- 
murs of  discontent,  the  menace  of  impending  disaster,  and 
charges  of  deception  and  fraud  supplanted  confidence, 
hope,  and  expectation;  and  the  legislature  was  impor- 
tuned far  relief.  In  the  winter  of  1855,  it  appointed  a 
committee  of  inyestigation  to  report  in  1856.  The  com- 
mittee made  a  full  inyestigation,  and  reported  in  January, 
1856,  in  fayor  of  the  repeal  of  the  act  of  1851,  authorizing 
their  incorporation.*  The  recommendations  of  the  com- 
mittee were  not  adopted;  but  building  associations  in 
New  York  City  soon  died  out,  not  to  reappear  until  1885. 
Since  that  time  there  has  been  a  rapid  revival  of  interest 
and  increase  in  numbers,  until  at  the  present  time  there 
are  over  sixty  associations  in  New  York,  Kings,  and  West- 
chester Counties.  The  present  movement  has  been  at- 
tended with  some  of  the  characteristics  of  1851-52 ;  but 
the  associations  are  adopting  better  methods,  and  there 
is  a  growing  tendency  to  place  them  upon  secure  founda- 
tions. 

While  the  craze  was  proceeding  in  New  York  City  in 
1861-52,  some  associations  were  organized  in  other  parts 
of  the  State  with  much  the  same  outcome.  At  the  pres- 
ent time,  the  greatest  success  in  the  State  of  New  York 
has  been  attained  in  the  cities  of  Buffalo  and  Rochester. 
The  first  association  in  Buffalo  was  formed  in  1851,  the 
second  in  1860,  the  third  in  1869,  and  during  that  year 
eighteen  were  organized.  Since  that  time,  they  have  been 
gradually  increasing.  The  total  number  organized  in 
that  dty  prior  to  November  22,  1888,  was  three  hun- 
dred and  twenty-seven.    The  greater  part  of  these  have 
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ceased,  from  the  maturing  of  their  stock  or  by  uniting 
with  other  associations,  so  that  the  number  now  in  active 
operation  is  estimated  at  one  hundred.  Their  early  expe- 
rience in  Rochester  was  unsatisfiictory ;  but  their  reyival 
there  commenced  in  the  latter  part  of  the  seventy  decade, 
and  since  1882  they  have  increased  with  astonishhig  rapid- 
ity for  a  city  of  its  size,  and  they  now  number  over 
eighty-five.  Throughout  the  whole  State,  at  the  present 
time,  there  are  nearly  three  hundred  associations.  A 
State  league  has  been  formed ;  and  there  is  an  increasing 
amount  of  intelligent  discussion  as  to  the  best  methods 
of  conducting  their  business  to  secure  safety  and  a  steady 
increase  of  the  amount  of  savings  which  they  annually 
accumulate.  One  of  the  best  acts  authorizing  their  incor- 
poration to  be  found  in  any  State  of  the  Union  was  passed 
by  the  legislature  of  New  York  in  1887,  and  is  known  as 
"  Chapter  666.*'  This  act  gives  them  the  name  of  **  Co- 
operative Savings  and  Loan  Associations,''  and  outlinee 
a  definite  plan  for  conducting  their  business ;  but  the  act 
of  1851  still  remains  unrepealed,  and  new  associations 
may  be  incorporated  under  either  act. 

Their  early  history  in  Connecticut  was  unsatisfactory, 
and  resulted  in  an  investigation  by  the  legislature  and  a 
repeal  of  the  law  authorizing  their  formation,  which  closed 
their  existence  in  the  State  until  recentiy. 

In  Massachusetts,  their  early  endeavors  did  not  meet 
the  expectations  of  those  connected  with  them.  The  first 
was  organized  in  Boston,  in  1862.  In  1859  there  were 
at  least  fifty-nine  in  the  State;  but  in  1866  reports  by 
State  officers  reveal  only  three  in  existence.  Their  re- 
vival began  about  1877.  Hon.  Josiah  Quincy  became 
interested  in  this  form  of  co-operation,  and  believed  these 
associations  could  be  utilized  to  great  advantage  as  a 
^^  savings  institution,"  if  organized  upon  sound  principles 
and  conducted  by  safe  and  equitable  methods.  Under 
his  guidance,  an  act  was  prepared  by  a  Philadelphia  ex- 
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pert,  to  authorize  their  incorporation,  and  outlining  a 
definite  plan  for  conducting  their  business.  This  act  was 
passed  in  1877.  By  this  act,  they  were  called  ^*  Co-opera- 
tiye  Saying  Fund  and  Loan  Associations."  In  1888,  the 
legislature  amended  the  act  by  changing  the  name  to  ^^  Co- 
operatiye  Banks.''  No  association  of  this  kind  can  do 
business  in  the  State  unless  incorporated  under  this  law. 
This  necessitates  substantial  uniformity  in  their  opera- 
tions. The  matured  yalue  of  shares  is  9200,  issued  in 
quarter,  semi-yearly,  or  yearly  series,  the  monthly  dues 
being  91.  In  the  act  of  1877,  the  instalment  plan 
of  premiums  was  adopted;  but  since  then  the  act  has 
been  amended,  allowing  each  bank  to  decide  for  itself 
whether  it  will  adopt  that  plan  or  the  interest  premium 
plan.  **  The  Pioneer ''  of  Boston  was  the  first  association 
organized  under  the  act,  July  26, 1877.  From  that  time 
to  this,  these  associations  haye  from  year  to  year  been 
increasingly  prosperous  and  successful.  They  are  under 
the  superyision  of  the  Commissioners  of  Sayings  Banks. 
From  the  report  of  that  Board  for  1888,  we  learn  that  on 
the  first  day  of  Noyember  last  there  were  in  the  State 
sixty-six  co-operatiye  banks,  located  in  forty-seyen  cities 
and  yillages,  haying  in  force  184,698  shares,  distributed 
among  27,948  shareholders.  The  total  accumulated  say- 
ings amounted  to  95,606,112,  showing  an  increase  oyer 
1887  of  91,298,168.  While  the  number  of  shares  in  force 
has  steadily  increased  from  year  to  year,  if  it  be  assumed 
that  they  will  remain  at  the  aboye  figure  of  184,598  during 
the  present  year,  there  will  be  paid  into  these  banks, 
sayings,  in  the  form  of  dues,  in  1889,  amounting  to  oyer 
92,200,000.  Massachusetts,  in  the  wisdom  of  its  legisla- 
tion relating  to  these  associations,  outranks  any  other 
State  in  the  Union. 

The  proper  limits  of  this  article  will  not  allow  us  to 
enter  into  the  history  of  the  success  or  failure  of  these 
associations  in  other  States,  except  in  a  yery  general  way. 
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At  the  present  time,  thej  are  Bucceasfal  and  rapidly  in- 
creasing in  New  Jersey,  numbering  about  two  hundred 
and  forty,  with  accumulated  sayings  of  over  910,000,000. 

The  first  association  in  Biaiyland  was  formed  in  Balti- 
more in  1846.  They  have  been  quite  uniformly  success- 
ful in  this  State.  The  most  common  matured  value  of 
shares  has  been  9100  and  weekly  dues  of  twenty-five 
cents.  The  total  number  of  associations  in  this  State  in 
October,  1888,  was  one  hundred  and  ninety-one,  of  which 
one  hundred  and  fifty-eight  were  located  in  Baltimore. 

In  the  number  of  associations,  Ohio  ranks  next  to 
Pennsylvania.  The  first  was  formed  in  Cincinnati  in 
July,  1868,  under  the  guidance  of  Dr.  P.  A.  Keck.  A 
Manual  for  Building  and  Loan  A$$oeiatian9j  published 
by  S.  Rosenthal  &  Co.  of  Cincinnati  in  August  last,  places 
the  number  in  Hamilton  County  at  four  hundred,  of 
which  three  hundred  and  twenty-five  are  located  in  Cin- 
cinnati. There  are  probably  three  hundred  in  the  rest 
of  the  State.  Dues  in  tUs  State  are  usually  placed  at 
twenty-five  cents  a  week.  The  number  of  shareholders 
in  Cincinnati  alone  is  estimated  at  seventy-five  thousand. 
There  is  at  Dayton  one  of  the  largest  associations  in  the 
United  States,  but  its  business  methods  are  in  some 
respects  quite  unlike  the  true  Building  and  Loan  Asso- 
ciation. It  is  called  the  ^Mutual  Home  and  Savings 
Association."  It  issues  shares  of  the  matured  values  of 
9100  and  9600,  and  permits  a  share  to  be  paid  for  in  one 
payment,  and  thereafter  to  receive  semi-annual  cash  divi- 
dends. From  its  fifteenth  annual  report,  dated  December 
81,  1887,  we  learn  that  it  had  6,885  shareholders  and 
91,164,148  of  assets. 

The  first  association  in  Illinois  was  formed  in  Chicago, 
under  the  name  of  *^  The  Chicago  Building  Association," 
in  1849,  the  second  at  Jerseyville  in  1862,  and  the  third 
at  Chicago  in  1867.  No  general  act  for  their  incorpora- 
tion was  passed  until  1869.    In  1872,  this  law  was  supers 
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seded  bj  an  act  patterned  after  the  laws  of  Pennsylyania. 
This  was  repealed  in  1874  and  re-enacted  in  1879.  In 
1880,  the  associations  became  inyolved  in  a  litigation 
touching  the  constitutionality  of  the  law  permitting  them 
to  receive  premiums  on  loans  in  excess  of  legal  interest. 
The  decisions  were  adverse  to  them  at  first;  but  they 
finally  succeeded,  this  contest  calling  into  existence  ^  The 
niinois  Building  and  Loan  Association  League."  From 
the  various  tribulations  through  which  they  passed,  they 
have  at  last  emerged  into  great  strength  and  popularity ; 
and  their  growth  during  the  last  three  years  has  been 
marvellous.  Many  estimates  at  the  present  time  place 
over  three  hundred  associations  in  Chicago  and  over  two 
hundred  in  the  remainder  of  the  State. 

The  number  in  Wisconsin  in  November,  1888,  was 
forty-two,  of  which  twenty  were  located  in  Blilwaukee. 
The  first  was  formed  at  Appleton  in  October,  1888. 
They  are  rapidly  increasing  in  numbers  and  popularity. 

The  early  experience  of  the  associations  in  Michigan 
was  not  such  as  to  inspire  confidence,  and  in  1877  a  law 
was  enacted  somewhat  restrictive  in  its  provisions;  but 
in  1887  an  act  was  passed  more  liberal  in  its  terms. 
Since  then  there  has  been  a  great  revival  of  interest,  and 
at  the  present  time  there  are  about  forty-five  associations 
in  the  State. 

In  Minnesota,  building  and  loan  associations  have 
attained  their  greatest  growth  in  the  twin  cities  of  Min- 
neapolis and  St.  Paul,  the  first  being  organized  in  1869. 
They  are  patterned  after  the  Philadelphia  plan,  and  have 
been  successful  from  the  first.  It  is  estimated  that  from 
eight  tiiousand  to  ten  thousand  homes  have  been  secured 
through  their  agency,  and  their  total  number  in  the  State 
is  estimated  to  be  over  one  hundred. 

Their  growth  has  been  rapid  in  the  last  three  years  in 
Indiana,  and  especially  in  Indianapolis,  where  it  is  stated 
there  are  over  one  hundred  associations.    They  are  also 
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inoreasing  rapidly  in  Iowa,  Eansaa,  and  Bfissonri ;  but  of 
their  number  in  those  States  we  cannot  speak  with  aoou- 
racj.  They  have  assumed  sufficient  importance  in  Cali- 
fornia to  caJl  into  existence  a  State  league,  and  they  are 
also  beginning  to  appear  in  eyexj  Territory. 

The  Southern  States  are  awakening  to  the  importance 
and  advantages  of  this  form  of  co-operation.  There  are 
many  flourishing  associations  in  New  Orleans,  the  oldest 
of  which  dates  from  1882.  Texas  is  reported  to  hare 
fifty,  which  probably  exceeds  the  number  in  any  former 
slave-holding  State  except  Maryland  and  Missouri;  but 
they  are  found  in  every  State  in  greater  or  less  numbers. 

The  total  number  of  associations  in  the  United  States 
cannot  be  stated  with  entire  accuracy,  but  it  will  not 
vary  much  from  4,000.  There  is  greater  uncertainty  in 
estimating  the  total  amount  of  their  present  accumulated 
savings  or  the  amount  received  by  them  annually ;  yet  we 
have  sufficient  data  from  which  to  make  an  approximate 
estimate.  From  a  careful  analysis  of  such  data,  we  ^ti- 
mate  the  accumulations  now  held  by  them  to  be  at  least 
$800,000,000,  and  that  the  amount  which  will  be  paid  to 
them  in  the  form  of  dues  alone  in  1889  will  exceed  $66,- 
000,000. 

At  the  dose  of  our  brief  history  of  their  success  in 
Pennsylvania,  we  promised,  after  referring  to  them  in 
other  States,  to  answer  the  question.  Why  has  their  suc- 
cess in  that  State  been  greater  than  elsewhere?  We  be- 
lieve the  answer  is  to  be  found  in  the  laws  of  the  State 
which  controlled  their  formation  from  1869  to  1874.  We 
have  before  stated  that  the  first  general  act  authorizing 
their  incorporation  was  passed  in  April,  1869,  and  that 
this  act  limited  the  number  of  shares  which  a  single  asso- 
ciation could  issue  to  five  hundred.  At  an  average  of  ten 
shares  to  a  shareholder,  this  would  limit  the  total  member- 
ship to  fifty,  or  one  hundred  with  an  average  of  five  shares 
to  each  stockholder.    They  were  often  called  in  these 
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early  days  in  Philadelphia  ''BuUding  Clubs."  In  1851, 
as  we  hare  already  noted,  the  limit  of  shares  was  in- 
creased to  2,600,  and  so  remained  until  1874.  This  lim- 
itation of  necessity  kept  the  associations  comparatively 
small  in  the  number  of  their  several  memberships.  No 
well-paid  official  places  were  at  their  disposaL  There 
was  no  chance  to  organize  large  associations  for  the  pur- 
pose of  securing  to  the  organizers  and  officers  lucrative 
positions  in  the  management  of  the  business.  There  was 
no  opportunity  for  speculative  organizations  to  come  into 
existence  under  the  name  and  guise  of  ^^  Building  and 
Loan  Associations";  and,  by  reason  of  this  limitation, 
they  have  retained  the  characteristics  essential  for  con- 
tinued success,  and  have  escaped  many  of  the  dangers 
which  in  many  other  localities  finally  brought  disaster  to 
the  early  attempts  in  this  form  of  co-operative  endeavor. 

There  are  some  places  in  the  co^ntry  at  the  present 
time  where  schemes  under  tiie  name  of  "Building  and 
Loan  Associations  "  are  assuming  great  importance,  which 
will  prove  in  the  end,  we  fear,  unsatisfactory,  if  not  dis- 
astrous, and  unjustly  cast  odium  upon  the  true  Co-opera- 
tive Savings  and  Loan  Association.  This  is  especially 
the  case  in  the  North-west.  The  popularity  of  some  of 
the  methods  upon  which  the  business  of  the  true  Building 
and  Loan  Association  is  conducted  is  being  taken  advan- 
tage of  to  build  up  immense  corporations,  bearing  the 
name  of  "Building  and  Loan  Associations,"  which  are 
not  content  even  to  confine  their  operations  to  the  State 
wherein  they  are  incorporated,  but  push  into  other  States, 
and  aspire  to  become  national  in  the  extent  of  their 
business. 

As  a  sample  of  this  class  of  corporations,  we  quote  the 
following  from  an  article  in  the  Minneapolis  Tribune^ 
issued  February  9,  1888,  relating  to  one  of  them.  We 
omit  the  name:  — 

This  Msociation  was  organized  a  little  less  than  two  yean  ago» 
and  has  been  gaceoMful  beyond  the  eiqwetation  of  eren  its  friends. 
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To  ftooommodato  its  n^idty  growing  bosiiiefls,  new  offices  were 
needed ;  and  the  entire  second  floor  of  the  Nstionil  Bank  of  Com- 
merce building  is  now  used  for  this  association  alone.  Some  idea  of 
the  magnitude  of  the  business  can  be  obtained  from  the  number  of 
persons  in  the  employ  of  this  association.  There  are  now  in  the 
home  office  twenty-five  clerks.  Ten  special  iravelling  af^raisers  are 
constantly  on  the  road,  inspecting  loans.  In  addition  to  this,  there 
are  about  one  hundred  and  fifty  traTelling  solicitors  engaged  in  sell- 
ing stock.  Already  stock  of  this  association  to  the  amount  of  918,- 
000,000  has  been  sold,  the  membership  now  being  more  than  twice 
as  large  as  that  of  any  other  association  in  the  United  States.  There 
are  among  the  men^)ers  of  this  association  nearly  one  thousand 
bankers,  and  more  than  two-thirds  of  the  remaining  membersh^  is 
composed  of  merchants  and  business  men. 

A  oorporation  of  this  character  is  no  more  entitled  to 
the  name  of  *^ Building  and  Loan  Association"  than  a 
"Wester^  Loan  and  Trust  Company.*'  Did  these  "one 
thousand  bankers  "  take  stock  for  the  purpose  of  accumu- 
lating sayings?  An  examination  of  the  facts  would 
reveal  that  they  paid  for  their  stock  at  a  single  paymenti 
and  are  to  receive  semi-annual  cash  dividends,  and  are 
expecting  it  will  be  a  very  remunerative  investment.  If 
the  inquiry  is  pushed  to  the  extent  of  asking  from  what 
source  the  profits  of  the  company  are  to  be  derived,  we 
shall  find  the  answer  to  be  that  borrowing  stockholders 
in  the  association  are  to  pay  premiums  *  upon  their  loans 
in  excess  of  legal  interest.  These  "  one  hundred  and  fifty 
travelling  solicitors  "  will  "  rope  in ''  the  ignorant  and  un- 
wary borrowing  stockholders  by  describing  the  merits  of 
the  genuine  Co-operative  Savings  and  Loan  Association 
scheme,  and  by  representing  that,  whUe  they  seem  to  be 
paying  a  large  premium  in  excess  of  legal  interest  weekly 
or  monthly,  they  will  get  it  back  in  the  dividends  added 

*S!Doe  wnthisr  the  abore,  a  cbonlar  of  thii  Miociatiop  has  come  into  our 
poMOBBion,  from  which  we  quote  at  follows :  **  Pkemiimis  hid  are  now  iwming 
about  $60  per  share  [shares  are  $100].  At  this  rate,  two  shares  of  stock  are 
required  to  be  held  for  each  $100  loaned.  The  eost  of  a  loan  at  this  premium, 
with  intMcest  added,  is  $1.70  per  month  for  each  $100.'* 
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to  their  stock,  and  that  in  the  end  their  loans  will  not 
cost  them  more  than  legal  interest,  and  possibly  eren  less. 
The  borrower  sooner  or  later  will  find  that  he  has  been 
deceived,  that  he  is  in  a  net  from  which  he  cannot  extri- 
cate himself  without  seyere  loss.  All  sorts  of  charges 
upon  the  management  will  begin  to  be  made;  and  in- 
fluences akin  to  those  which  sought  relief  in  the  legisla- 
tive halls  at  Albany  from  New  York  City  in  1866-66 
will  bring  the  association  and  its  schemes  into  disgrace, 
and  cast  odium  not  alone  upon  the  false,  but  also  upon 
the  equitable  and  uniformly  successful  methods  of  co- 
operative savings  and  loan  associations* 

These  criticisms  are  not  aimed  at  the  association  above 
referred  to  especially,  but  at  Ihe  whole  class  of  associa- 
tions which  are  endeavoring  to  be  classed  as  building  and 
loan  associations,  but  are,  in  fetct,  corporations  formed  and 
conducted  for  purposes  wholly  different  from  the  objects 
of  the  class  of  associations  whose  name  they  assume.  The 
friends  of  the  latter  in  Minnesota  are  already  aroused  to 
the  danger  with  which  tiiese  falsely  named  corporations 
menace  their  future,  and  at  the  present  time  legislation 
is  pending  to  bring  them  under  State  supervision  and 
control. 

Any  co-operative  building  and  loan  association  should 
be  confined  in  its  operations  at  least  to  tiie  county  in 
which  it  is  located,  and,  when  located  in  a  dty,  to  the 
city  itself  and  the  territory  inmiediately  adjacent,  in  mak- 
ing loans  upon  real  estate.  It  loses  its  distinctive  char- 
acteristics and  strong  elements  of  safety  whenever  its 
operations  become  enlarged  and  extended  over  a  wide 
field.  It  ceases  to  belong  to  the  category  of  co-operative 
savings  and  building-loan  associations,  and  is  no  longer 
a  co-operative  society  of  the  vicinage,  in  which  all  may 
become  interested,  have  a  voice  in  its  management,  and 
fall  knowledge  from  month  to  month  of  all  its  transac- 
tions. 
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The  eoonomio  benefits  resulting  to  society  from  this 
fonn  of  co-operation,  when  properly  conducted,  can 
hardly  be  oyerestimated. 

1.  As  an  ^  institution  for  savings,"  no  scheme  has  yet 
been  deyised  and  put  into  operation  which  combines 
safety  of  the  funds,  cheapness  in  management,  and  good 
rates  of  interest  in  so  great  degree  as  the  Co-operative 
Savings  and  Loan  Association. 

There  is  never  a  large  sum  of  money  in  the  hands  of 
its  treasurer  or  other  officer  for  him  to  steal,  if  so  inclined. 
Any  possible  loss  from  such  a  cause  can  be  amply  covered 
by  his  bonds,  unless  there  is  great  carelessness;  and,  if 
that  occurs,  and  the  treasurer  becomes  a  defaulter,  it 
can  be  only  for  a  small  sum  compared  with  the  accumu- 
lated capitaL  The  loss,  when  distributed  among  all  who 
have  to  bear  it,  will  be  but  a  small  percentage. 

The  moneys  received  at  the  stated  meetings  are  soon 
thereafter  loaned  to  borrowers  or  paid  to  withdrawing 
stockholders.  Only  first  mortgage  upon  real  estate  or 
a  pledge  of  the  stock  of  the  association  exceeding  in  value 
the  amount  of  the  loan  is  taken  as  security.  In  case  of 
loan  upon  stock,  the  security  is  perfect.  In  the  mortgage 
loan,  the  real  estate  is  located  in  the  vicinity,  and  t^ere 
is  no  difficulty  in  ascertaining  its  value.  The  committee 
having  the  investment  in  charge  are  financially  interested 
in  the  safety  of  the  security  taken.  They  receive  no  fees 
or  percentage  in  case  they  accept  an  offered  security, 
which  they  would  lose  by  rejecting  it.  All  the  ordinary 
motives  that  affect  men's  judgment  under  such  circum- 
stances conspire  to  influence  them  to  accept  only  a  safe 
security.  Another  most  important  element  in  the  safety 
of  the  investment,  when  made,  lies  in  the  fact  that  the 
borrower,  besides  paying  his  interest  from  month  to 
month,  is  also  paying  dues  on  the  stock  borrowed  upon, 
which  the  association  also  holds  as  a  collateral,  thereby 
increasing  from  month  to  month  the  safety  of  the  security. 
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For  this  reason  there  is  little  danger  that  an  inyestment, 
safe  when  made,  will  ever  become  unsafe.  While,  on  the 
other  hand,  if  from  an  error  of  judgment  or  otherwise  a 
security  is  accepted  that  is  not  ^*  gilt-edged,"  it  will  grow 
better  from  month  to  month,  while  the  borrower  con- 
tinues to  pay  his  monthly  dues  and  interest.  The  ex- 
penses of  conducting  the  business  are  small.  Usually  no 
officers  receive  pay  except  the  secretary  and  treasurer, 
and  their  salaries  are  small.  The  fees  of  the  attorney  in 
perfecting  loans  are  paid  by  the  borrowers. 

It  will  seldom  occur  that  the  funds  cannot  be  loaned 
at  legal  interest,  and  often  there  will  be  competition 
among  borrowers  whereby  a  premium  will  be  paid.  There 
is  also  the  important  fietct  that  the  interest  is  paid  monthly 
and  loaned  at  once,  whereby  monthly  compound  interest 
is  secured  without  the  borrower  having  to  pay  compound 
interest.  The  entrance-fees  on  stock  issued,  tiie  fines  on 
defaulted  payments,  and  transfer-fees  will  often  pay  all 
the  expenses,  and  leave  the  interest  premiums  and  shares 
of  profits  left  by  the  withdrawing  stockholders  to  be  dis- 
tributed in  dividends,  thereby  securing  to  the  stock- 
holders a  larger  interest  than  any  other  form  of  savings 
institution  can  pay. 

2.  An  association  of  this  character  can  be  conducted 
Buoceesfnlly  in  any  business  centre  having  a  population 
of  five  hundred,  and  thereby  the  benefits  of  an  ^institu- 
tion for  savings''  can  be  secured  by  the  many  villages 
that  have  not  sufficient  population  to  maintain  a  savings 
bank. 

8.  As  a  means  for  stimulating  savings,  such  an  associa- 
tion is  more  potent  than  the  savings-bank  for  several 
reasons.  The  depositor  in  the  latter  may  withhold  or 
deposit  at  his  pleasure,  or,  having  deposited,  he  may  easily 
withdraw  the  money  and  use  it  to  satisfy  some  present 
want,  the  gratification  of  which  is  not  a  necessity.  He 
does  not  feel  himself  united  with  others  m  his  endeavors 
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at  saTing.  But,  when  one  has  taken  ttook  in  an  associa- 
tion, he  has  entered  into  an  agreement  to  pay  a  certain 
sum  weekly  or  monthly.  He  has  a  definite  aim  and  pur- 
pose, and  has  agreed  to  suffer  a  fine  if  he  fiuls.  Some,  at 
least,  of  his  fellow-stockholders  will  know  of  his  failure, 
his  pride  will  be  stirred,  and  he  wiU  be  more  certain  to 
save  the  amount  of  his  dues,  appear  at  the  stated  meet- 
ings and  pay  them,  than  he  would  if  he  were  depositing 
in  the  savings-bank.  When  he  has  paid  them,  they 
cannot  be  obtained  so  easily.  He  will  have  to  give  thirty 
days'  notice  in  writing  and  surrender  some  share  of  the 
profits  if  he  withdraws*  He  has  a  feeling  of  ownership 
in  the  association,  a  rote  in  electing  its  officers.  He  has 
a  social  time  on  the  evening  of  its  meetings,  makes  new 
acquaintances,  ascertains  who  the  borrowers  are,  and  what 
premium  they  had  to  pay  for  the  loans  if  there  was  com- 
petition at  tiie  sale  of  the  evening  receipts.  All  these 
influences  stimulate  his  endeavors :  he  takes  pleasure  and 
pride  in  them,  and  will  talk  with  friends  about  what  he 
is  doing,  urging  them  to  take  stock  in  tiie  association. 
He  is  forming  four  habits  which  will  be  important  in  their 
effect  upon  his  future  welfare ;  namely,  habits  of  prompt- 
ness, saving,  frugality,  and  industry.  If  he  is  a  man  of 
family  without  a  home,  he  has  learned  a  practicable  way 
to  get  one.  Moreover,  it  inspires  hope,  not  alone  in  him, 
but  in  all  his  household.  They  are  no  longer  content  to 
expend  all  the  earnings  of  the  week  in  paying  bills  con- 
tracted during  the  week.  As  soon  as  a  sufficient  sum  is 
accumulated  to  make  up  the  margin  between  the  purchase 
price  of  tiie  home  and  the  sum  the  association  will  loan 
upon  tiie  property,  he  can  borrow  the  money  and  pur- 
chase the  home,  and  his  dues  and  interest  will  but  slightiy 
exceed  the  sum  he  was  paying  for  rent.  The  unmarried 
derk  or  artisan  has  learned  a  practical  mode  of  accumu- 
lating a  sum  to  go  into  business  for  himself  in  the  future. 
The  father,  already  thrifty,  takes  shares  for  his  children, 
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and  traiiiB  them  to  habits  of  saying  more  easily  than  he 
could  do  otherwise. 

The  influences  which  radiate  from  these  associations  in 
a  community  are  eleyating,  and  the  results  which  they 
induce  possess  in  a  high  degree  the  desirable  character- 
istic of  permanency.  They  deserve  the  attention  of  all 
men  who  are  interested  in  practical  agencies  for  advancing 
the  masses  of  men  in  their  material  welfare,  by  developing 
and  stimulating  the  habit  of  saving  some  part  of  small 
incomes  and  the  desire  of  ovming  homes.  For  tiie  pur- 
pose of  securing  these  results,  no  scheme  has  yet  been 
devised  and  put  into  operation  which  is  the  equal  of  these 
associations,  when  organized  under  proper  legislative  guid- 
ance and  restriction,  and  guarded  by  a  wise  State  super- 
vision. 

SSTMOUB  DbXTKB. 
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ProfesBor  Bohm-Bawerk's  PasUioe  Theory  of  Capital,*  the 
promised  sequel  to  his  HUtory  and  OriHcUm  of  Theories  of 
IfUereet  on  Capital  (1884),  appeared  early  in  January  of  the 
current  year.  A  short  sketcdli  of  this  important  book  will 
serve  to  supplement  the  aooount  of  the  Austrian  sohool  of 
economists,  given  in  a  recent  number  of  this  JinamaLf 

By  Capital,  in  a  general  sense,  the  author  understands  all 
**  products  used  to  procure  goods.''  This  definition  excludes 
land  and  labor  as  not  being  products ;  and  it  indudes  private 
capital  as  well  as  social  capital, —  the  means  of  procuring 
goods  by  hook  or  by  crook  for  the  individual  as  well  as  the 
means  of  procuring  them  for  the  whole  body  of  men  by  pro- 
duction. It  is  the  latter  (or  social  capital)  that  is  discussed 
in  the  first  part  of  the  volume  before  us ;  and,  where  ^  c^>i- 
tal "  occurs  without  an  adjective,  we  are  to  understand  by  it, 
not  a  means  of  income,  but  a  means  of  production.  Private 
capital  has  its  share  of  attention  in  the  second  part  of  the 
book,  where  Interest  is  the  subject. 

Social  or  productive  capital  is  further  described  as  ^<  a  group 
of  intermediate  products,"  or,  in  other  words,  products  which 
are  the  means  to  the  making  of  other  products.  The  defini- 
tions of  other  economists  are  briefly  examined.  We  are 
shown,  for  example,  that  Senior  was  wrong  in  explaining 
capital  as  mere  abstinence,  though  so  far  right  that  capital  is 
not  possible  without  abstinence  or  saving,  the  said  abstinence 
or  saving  having  in  reality  much  more  than  a  merely  negative 
character.  A  dozen  other  definitions  fare  little  better  than 
Senior's.!  There  is  just  enough  of  this  critical  and  historical 
element  to  make  the  present  book  nearly  complete  in  itself 
apart  from  its  predecessor. 

Capital,  then,  is  something  different  from  land;  but  it  is 

•EapUai  tmd  Eapitat9lm$,  W»  AMheUuig:  FodltlTe  Thaoile  dM  Kapttalf. 
Inntbrtiok,  1889. 

t  October,  1888.  t  KapUalundMapUataUu,U.,  Book  hi  ill. 
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not  placed  on  an  equal  footing.  It  is  dethroned  from  its 
plaoe  in  the  time>honored  trio  of  prodactive  agents,^  ^  Land, 
Labor,  and  CapitaL^  The  notion  that  capital  had  an  indepen- 
dent power  of  production  was  due  to  the  supposed  need  for 
a  counterpart  to  the  third  member  of  the  trio  of  incomes,^ 
^  Rent,  Wages,  and  Profits.**  These  were  really  separate  in- 
comes, but  their  counterparts  were  not  in  the  same  sense  sep- 
arate sources  of  production.  The  only  independent  agents  of 
production  are  natural  forces  (called  by  metonymy  **  Land  **) 
and  human  labor.  There  is  no  third.  Capital  is  neither  an 
agent  nor  an  end,  but  a  means.  When  a  stone  kills  a  man, 
the  thrower,  and  not  the  stone,  commits  murder;  and,  when 
capital  results  in  a  product,  it  is  man  and  nature  that  are 
responsible  for  the  production. 

U  capital  is  not  productive,  what,  then,  is  its  function  ?  The 
answer  is  as  follows:  Li  production,  man  slips  alongside  of 
natural  forces  and  turns  their  work  to  his  purposes.  Now,  he 
finds  that  he  gets  the  best  result,  as  a  rule,  when  he  makes  use 
of  them  in  a  long  and  indirect  rather  than  a  short  and  direct 
process.  Their  longest  way  round  is  his  shortest  way  home. 
The  long  ways,  however,  are  precisely  the  ways  of  capital. 
Capital  forms  the  steps  in  a  roundabout  journey.  Once  the 
journey  has  been  made,  no  doubt  all  later  journeys  of  the  sort 
are  shortened.  It  is  the  first  steps  that  cost.  Once  the  net  is 
made,  more  fish  are  cau^t,  and  caught  more  quickly,  than  by 
the  line  or  the  bare  hands.  But  the  first  making  of  the  net 
was  a  long  and  slow  process.  If,  indeed,  the  way  of  capital 
were  always  (what  it  is  sometimes)  not  longer,  but  shorter, 
than  the  direct  way,  there  would,  as  we  shall  find,  be  no  inter- 
est on  capital;  for  there  would  be  no  loss  of  time  involved  in 
the  employment  of  it.  Interest  on  capital  is  due  to  loss  of 
time  implied  in  a  long  as  against  a  short  process  of  produc- 
tion. That  is  B6hm-Baw6rk's  theory  in  a  nutshell*  Jevons 
had  spoken  of  all  production  by  capital  as  requiring  a  ^  lapse 
of  time  between  the  b^^inning  and  the  end  of  industry,**  but 

•  InOMJutoaryBwnbar  of  this  Jdtumal,  Pwotmrnw  PAttenof  the  UnlT«ntty 
of  PHmcyhranU,  in  aa  wtlol*  od  *«1he  Foadamental  IdM  of  Oitpttal,''  ptiUlalMd 
Ttowi  which  are  fai  many  le^wdi  strlkliicly  aimilar  to  thoee  of  rtofeiiui  BOhm- 
Baweik,  though  they  mim  have  beea  wched  ta  —tiw  i  nrtepeadenee. 
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he  did  not  fee  how  yiul  mm  thie  lapee  of  time  to  the  very 
ezistenoe  of  interest 

We  most  approach  this  yital  question  through  the  theory  of 
y alae»  whioh  is  an  essential  preliminary  in  all  disoossions  of 
Distribation.  The  theory  of  Value  held  in  oommon  by  the 
Austrian  eoonomists  has  been  already  desoribed  in  this  Jcmr- 
noL*  The  earlier  essays  of  our  author  on  this  subject  have 
been  incorporated  in  his  new  book,  and  we  need  only  notice 
such  portions  of  his  earlier  exposition  as  have  been  amplified 
by  him  for  better  application  to  the  particular  subject  before 
us.  The  chief  is  perh^M  the  doctrine  of  the  value  of  comple- 
mentary goods.  Menger  had  long  ago  defined  capital  itself  as 
a  ^  total  of  complementary  goods  of  higher  rank.**  The  goods 
in  a  complementary  gproup  have,  as  a  group,  a  value  that  is 
different  from  their  value  taken  severally.  Ink  and  pen,  rifle 
and  cartridges,  right  and  left  hand  gloves,  are  specially  obvious 
examples;  but  their  name  is  legion,  and  includes,  we  may  say, 
an  ^freely  produced^  goods  whatsoever.  Now,  when  any 
parts  of  the  complementary  group  are  replaceable  by  substi- 
tutes, those  parts  have,  in  separation,  only  the  value  of  those 
substitutes.  If  some  bricks  for  the  building  of  a  house  are 
destroyed,  others  are  easily  procurable ;  and  the  value  of  the 
bricks  will  be  only  the  value  of  the  easily  procurable  substi- 
tutes. But,  where  any  one  of  the  parts  is  irreplaceable,  then 
the  value  of  that  part  will  be  equal  to  the  whole  difference 
between  the  separate  values  of  the  replaceable  goods  (say,  the 
bricks,  mortar,  wood,  lath,  and  plaster)  and  the  value  of  the 
entire  house.  We  should,  even  in  common  experience,  deduct 
the  former  from  the  latter,  and  attribute  the  value  of  the 
house  (ij^  its  special  value  as  a  combination  of  all  these  and 
the  remaining  elements)  to  such  irreplaceable  features  as  situa- 
tion or  architecture,  or  whatever  tended  to  make  it  in  any 
sense  unique.  Cknnmon  language  gives  the  irreplaceable 
factors  the  credit  of  the  whole.  It  is  as  when  we  speak  of 
"the  land**  as  producing  a  rich  or  a  poor  crop,  though  the 
ploughman,  the  plough,  the  sower,  and  the  reaping-machine 
had  all  a  hand  in  it.  The  replaceable  goods  are  reckoned  as 
Cost,  and  the  rest  of  the  means  of  production  get  the  credit 
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of  the  production  itself.  In  a  factory,  for  example,  the  pro- 
duction is,  in  common  language,  ascribed  to  the  managing 
employer,  because  it  is  his  directing  skill  that  is  supposed  to 
be  the  one  irreplaceable  factor  in  the  business.*  The  comple- 
mentary character  is  more  plainly  stamped  on  some  groups 
than  on  others,  but  there  is  a  sense  in  which  every  process  of 
production  whatever  involves  a  complementary  group;  for 
every  production  involves  a  combination  of  land,  labor,  and 
capital,  and,  so  long  as  we  respect  the  comecA  above  mentioned, 
we  should  not  be  inaccurate  if  we  assigned  to  these  three 
their  shares  in  the  value  of  any  product  in  accordance  with 
the  above  principle  of  Complementary  Value.  We  should 
then  distribute  the  shares  as,  respectively,  rent  of  land,  wages 
of  labor,  and  interest  of  capital.  By  the  method  of  Residues, 
it  mig^t  even  be  thought  possible  to  ascertain  the  amount  of 
interest  by  deducting  wages  and  rent  from  the  totaL  But  all 
that  we  could  really  discover  in  this  way  would  be  the  gross 
returns  to  the  whole  process  of  production,  not  the  net  inter- 
est and  profits.  Profits,  indeedy  we  may  cease  to  consider  as 
a  special  part  of  this  inquiry;  for  (according  to  our  author) 
what  of  it  is  not  wages  of  management  is  the  gain  of  specula- 
tion or  opportunity,  and  falls  under  a  different  category  from 
interest  Now,  by  the  doctrine  of  Complementary  Value,  we 
should  more  natmrally  expect  to  find  nothing  over  at  all,  after 
the  said  deduction  of  wages  and  rent,  than  to  find  a  surplus 
called  Interest;  we  should  expect  all  to  go  to  the  irreplace- 
able land  or  to  the  irreplaceable  skill  of  the  managing  em- 
ployer. 

Interest,  therefore,  is  still  a  problem.  It  had  been  shown  t 
by  our  author  that  the  value  of  the  means  of  production  lags 
behind  the  value  of  the  finished  product.  How  and  why  does 
thisc<mie  about? 

The  explanation  lies  in  the  difference  in  value  between 
present  and  future  goods  as  such,  whether  they  are  goods 
ready  for  consumption  or  products  converted  into  capital.    All 

•Tbm  alloottoaof  Xbm  iharM  In  Xbm  whoto  Tahie  toth*  tarvnl  fMtonto  a 
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eoonomdo  action  or  haBbanding  of  goods  depends  on  the  pey- 
chological  ftot  that  hmnan  motiyes  mclade  the  idea  of  fntore 
as  well  as  of  present  satisfaction.  The  greater  part  of  oar 
stock  of  goods  is  not  for  present,  but  for  fntore  use.  The 
greater  part  of  onr  motiyes  relate  to  future  satisfaction.  The 
economist  accepts  this  as  a  fact  of  eyery-day  experience  and 
as  implying  the  commensorableneas  of  present  and  fntore 
wants  in  men's  estimates  of  Yaloe.  Men  haUtoally  compare 
present  wants  and  satisfactions  with  fotore  wants  and  satis&uy 
tions.  They  yaloe  present  goods  and  fotore  goods  in  one  and 
the  same  way;  namely,  by  the  measore  of  their  actoal  and 
their  probable  resooroes, — in  one  and  the  same  way,  bat  not 
at  one  and  the  same  rate:  ^also,  bot  not  likewise.'*  Their 
estimates  are  osoally  to  the  disadyantage  of  the  fotore.  ^  A 
Hid  in  the  hand  is  worth  two  in  the  bosh."  ^^£i$  dai  gpd 
cUo  datP  Such  maxims  imply  that,  other  things  being  eqoal, 
the  present  is  more  to  a  man  than  the  fotore.  Bot  other 
things  may  not  be  eqoal,  and  the  fotore  may  be  more  to  a 
man  than  the  present.  An  annoity  twenty  years  hence  may, 
throogh  his  probable  slackening  of  energy  and  need  of  retire- 
ment from  bosiness  then,  be  of  greater  ^sobjectiye  yaloe  "  to 
him  than  it  woold  be  now.  So  ice  in  the  month  of  Febroary 
is  less  yaloable  than  it  will  be  in  Joly.  To  a  crew  now  in 
port,  water  is  less  yaloable  than  it  will  be  next  week  in  mid- 
ocean.  To  a  large  body  of  men,  whom  we  call  capitalists, 
present  goods  and  fotore  are,  on  the  whole,  of  aboot  eqoal 
(sobjectiye)  yaloe :  they  haye  more  than  enoogh  for  present 
wants.  Ordinary  men  (as  distingoished  from  wise  men)  are 
tempted  by  their  own  imperfect  grasp  of  the  fotore  or  by 
weakness  of  will  or  by  a  sense  of  the  oncertainty  of  life  to 
give  eyen  more  weight  to  the  present  than  it  ooght  to  haye 
as  against  the  fotore;  and  the  final  otility  of  fotore  goods 
appears  smaller  than  it  shoold  be,  becaose  of  the  personal 
**  perspective "  in  which  the  indiyidoal  sees  it.  It  will  be 
obseryed  that  Professor  BOhm-Bawerk  admits  that  oor  crite- 
rion is  not  what  eyery  man  thinks  to  be  good,  bot  what  the 
wise  men  think  to  be  so.*  Eyen  the  wise  men,  howeyer, 
yaloe  present  goods,  caeteris  paribu$y  aboye  fotore.    This  gen- 
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end  superiority  in  yalae  of  present  goods  to  fatnre  is  of  oardi- 
nal  importance  for  oar  anthor's  theory  of  interest,  and  it  is  to 
be  regretted  that  space  wiU  not  allow  as  to  trace  oat  in  detail 
the  long  proof  he  devotes  to  it.* 

In  the  case  of  prodactive  goods  in  particular  there  is  a 
technical  (or  physical)  reason  for  the  difference  of  present 
and  future,  not  to  say  past  and  present ;  and  that  is  simply 
the  tortoise's  advantage  in  having  the  first  start  in  the  race. 
Means  of  production  set  working  in  the  present,  and  forming 
part  of  a  fruitful,  because  roundabout  way  of  production, 
have  clearly  the  advantage  over  what  has  not  already  begun 
its  work,  but  only  begins  next  year  or  later.  The  old  maxim, 
*<  Never  put  off  till  to-morrow  what  you  can  do  to-day,''  is 
certainly  sound  where  success  depends  on  the  accumulated 
result  of  continuous  efforts.  Present  means  of  production 
are  therefore,  oaU&rU  paribu$^  superior  to  future. 

Thus  (to  use  the  words  of  our  author),  ^whether  from  the 
difference  of  men's  resources  in  present  and  in  future  respec- 
tively, or  from  their  tendency  to  undervalue  future  joys  and 
sorrows,  or  else  from  regard  to  the  technical  superiority  of 
present  goods  over  future, — in  any  case,  the  overwhelming 
majority  of  human  beings  set  a  higher  subjective  value  on 
present  than  on  future  goods  otherwise  identioaL  From  such 
subjective* valuations  arise,  in  the  general  maricet,  a  higher 
objective  value  in  exchange  and  higher  price  for  present 
goods.  The  said  higher  objective  value  and  price  react  on 
subjective  valuations,  and  thus  give  to  present  goods  a  higher 
ml(f€cHv€  value  in  exdiange,t  even  with  those  persons  for 
whom  (through  their  personal  circumstances)  such  higher 
subjective  value  would  not  otherwise  have  existed.  Finally, 
the  levelling  tendencies  of  the  market  make  the  depreciation 
of  future  goods  bear  a  regular  proportion  to  their  degree  of 
futurity.  Accordingly,  in  the  economy  of  nations,  future 
goods  are  depressed  both  in  subjective  and  objective  value 
more  or  less  deeply  in  proportion  as  they  are  more  or  less 
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remote  from  the  preeent'**  Tide  ie  the  ori^  of  eoonomio 
intereeti  whether  on  loans,  employer's  cqpHal,  or  fixed  capital. 
In  the  oaee  of  a  Loan  (jDarMen)^  as  dietingiiiBhed  from  a 
oaae  of  EBring-oat|  we  have  simply  an  exchange  of  present 
goods  for  future:  the  interest  represents  the  difference  in 
▼ahie  between  two  precisely  similar  goods,  of  which  one  is 
present  and  the  other  is  futore.  As  difference  in  Space  has 
always  been  thought  enough  reason  for  exchange  of  one  arti- 
cle for  another,  say  of  a  field  far  from  my  house  and  near  my 
neighbor's  for  a  field  near  my  house  and  far  from  my  ne^- 
bor's,  so  difference  in  Time  is  an  equally  sufficient  reason. 
There  is  no  need  to  imagine,  as  some  have  done,  a  ^use**  of 
the  article  which  is  separable  from  the  article  itsell  The 
article  lent  (say  a  crop  of  com)  is  not  only  used,  but  used  up : 
no  ^'use*'  of  it  remains  over,  when  the  time  comes  for  repay- 
ment. What  is  returned  to  the  lender,  even  where  there  is 
no  fraud  whatever,  is  an  article  which  is  physically  different, 
though  it  is  legally  and  economically  equiyalent.  The  pay- 
ment of  the  premium  (or  in  exceptional  cases  of  the  discount) 
on  the  difference  in  time  is  xuroaUy  made  by  instalments ;  and 
this  accidental  circumstance  has  caused  the  false  impression 
that  the  payment  of  the  premium  is  made  for  something  exist- 
ing sepan^y  from  the  thing  lent.  But  the  yalue  ai  the 
goods  eyentually  repaid  and  the  value  of  the  several  ^inter- 
ests" paid  in  the  way  of  instalments  are  together,  normally, 
no  more  than  equal  to  the  value  of  a  future  good  transferred 
vicariously  to  the  present  before  its  time. 

The  second  case,  or  Interest  on  Productive  (or  Social)  Cap- 
ital,t  is  less  simple.  In  the  following  statement  of  B5lun-Ba- 
werk's  positions  in  regard  to  it,  no  violence  has  ^t  is  believed) 
been  done  to  his  thought,  though  some  liberties  have  been 
taken  with  his  language. 

Present  means  of  production  will  (on  the  principles  just 
explained),  other  things  being  equal,  bear  a  higher  value  tiian 
future  means  of  production.  But,  as  only  meof^  of  produc- 
tion as  distinguished  from  finished  articles,  they  are  in  much 
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the  tame  rdation  to  the  finiihed  articles  as  future  finished  arti- 
des  to  present  finished  artides.  They  are  physically  present, 
but  by  deliberate  human  purpose  they  have  been  made,  eco- 
nomically, rather  future  than  present;  and,  till  they  have 
issued  in  their  product,  they  have,  at  least  in  relation  to  prod- 
ucts, the  inferiority  of  future  goods  to  present  goods.  Ac- 
cordingly, the  yalue  of  the  means  of  production  is  normally 
found  to  lag  behind  the  value  of  the  finished  artide.*  The 
inferiority  of  the  former  seems  the  more  conspicuous  when  we 
regard  consumable  goods  or  finished  artides  as  either  them- 
sdves  food  or  easily  convertible  into  food  for  workmen,  and 
therefore  as  being  the  condition  without  which  the  potential 
product  will  never  become  aotuaL  Food  is  not  itself  capital, 
but  it  is  a  condition  under  which  capital  results  in  its  finished 
product.  The  food  supplied  men  to-day  enables  them  to  work 
to-day  at  a  process  of  production  which  will  bring  them  fin- 
ished goods  two  or  three  years  hence,  but  no  food,  in  the 
mean  time,  to  support  life  while  they  are  at  work. 

We  have  next  to  remember  that,  of  several  alternative  ways 
of  production,  it  is  not  necessarily  the  one  that  leads  to  the 
greatest  quantity  of  produce  that  leads  also  to  the  greatest 
value ;  and  it  is  the  latter,  not  the  former,  that  determines 
economic  superiority.  Great  quantity  and  great  value  are, 
indeed,  almost  inconsistent  with  one  another.  In  the  second 
place,  productiveness,  even  in  the  case  of  goods  freely  pro- 
duced, cannot  be  extended  and  expanded  indefinitely  at  the 
same  rate  of  increase,  ^or  else  we  should  spin  all  our  cotton  in 
the  one  most  favorably  situated  gigantic  milL*'  t  There  is  a 
law  of  decreasing  productiveness  not  only  in  agriculture,  but 
in  manufacture.!  Taking  these  considerations  together,  we 
see  why  it  is  impossible  to  pronounce  off-hand  whether  the 
most  profitable  production  will  be  the  longest  or  the  shortest 
or  (though  this  is  the  most  likdy)  an  intermediate.  The  old 
formula  that  normal  value  was  equal  to  cost  together  with 
interest  does  not  hdp  us,  even  if  we  paraphrase  interest  as 
^  the  agio  of  present  over  future.**    Of  two  or  three  alternative 
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ways  of  prodacing  the  same  arlide,  the  difference  in  quantities 
prodaoed,  which  ia  xuniaUy  in  favor  of  the  longer  ways,  might 
overcome  the  difference  of  time,  which  was  in  their  rivals' 
favor,  and  lead  to  a  greater  aggregate  of  vabie  as  well  as 
quantity.  A  short  way  (A)  might  thus,  for  example,  secore 
100  units  of  value,  an  intermediate  (B)  250,  and  a  long  (C) 
850,  the  later  (D,  E,  F,  etc.),  though  resulting  in  greater  quan- 
tity, falling  off  in  value  to  800,  200,  and  so  on.  A  particular 
process  (£)  might  take  a  long  time,  and  yet  yield,  after  all 
(because  of  decreasing  productiveness),  so  very  little  more 
than  the  one  next  to  it  in  productiveness  that  the  margin  of 
difference  is  swallowed  up  by  its  futurity.  An  investment  to 
which  this  happened  would  find  itself  just  outside  the  paradise 
of  profitableness,  and  the  one  next  above  it  would  be  the  final 
or  marginal*  investment,  as  being  the  least  profitable  of  the 
» nevertheless  profitable**  investments.  The  product  of  this 
final  investment  would  be  the  final  product  whose  value  rules 
the  value  of  all  its  kind,  by  whatever  other  method  produced. 
The  competition  of  the  capitalists  themselves  will  prevent  the 
value  of  that  product  which  is  got  by  the  final  way  of  invest- 
ment from  becoming  or  remaining  gp-eater  than  the  amount  of 
the  premium  on  present,  as  compared  with  future,  goods. 
Anything  beyond  it  would  be  the  gain  of  the  speculator,  and 
not  the  interest  of  the  capitalist  employer. 

Let  us  see  how  the  capitalist  employer  proceeds  with  his 
investment.  In  the  market  of  labor,  he  represents  the  de- 
mander  over  against  the  workmen,  who  represent  the  sup- 
pliers and  who  are  (we  may  assume)  without  capital.  He  is 
clearly  in  a  position  of  advantage.  If  he  has  any  preference, 
it  is  rather  for  future  goods  than  for  present,  whereas  to  the 
workmen  the  present  goods  mean  their  livelihood.  They  are 
forced  to  sell  their  labor,  for  the  alternatives  are  either  to 
starve  or  to  work  at  methods  of  production  (say  hand-loom 
weaving)  which  are  obsolete  and  do  not  yield  enough  to  sup- 
port life.f    In  the  market  of  the  means  of  living  (which  we 

•««]iarglnal  ntiUtj"  ii  a  happy  phnwe  oted  by  P.  H.  Wiokttaed,  ^l^pAoftiC qf 
Bctmowiiei  (Maomlllim,  1888). 

[See  alto  Profasaor  PaMen's  note  on  « The  Margin  of  Coltiyatlon,*'  p.  8B6of 
thla  number.] 
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may  call  briefly  the  market  of  food,  though  our  aathor  inclades 
all  that  supplies  the  several  wants  made  necessary  to  men  by 
their  sereral  standards  of  living),  the  workmen  are  in  this  case 
the  demanders,  and  the  sapply  consists,  roughly  speaking,*  of 
the  whole  eTisting  stock  of  finished  goods  in  die  commnnity, 
the  function  of  this  stock  being  to  support  the  works  in  the 
interval  between  the  investment  of  capital  and  the  completion 
of  production.  The  ^advances'*  of  food,  however,  need  not 
be  the  full  quantity  that  will  in  the  end  be  required  during  the 
whole  period  of  production ;  for  the  capital  is  invested  by  stages, 
and  the  food  may  be  in  like  manner  advanced  to  the  workers  by 
stages  also.  The  first  advances  may  be  little  more  than  half  of 
the  quantity  of  food  that  will  be  ultimately  needed.  Yet  the 
demand  for  present  consumable  goods  —  or,  in  other  words, 
the  demand  for  the  means  of  living — will  always  exceed  the 
supply.f  There  will  always,  even  from  this  point  of  view,  be 
a  premium  on  present  over  future  goods,  and  therefore  an 
interest  on  capital.  It  is  simply  a  special  case  of  the  general 
principle  that  the  limitation  of  the  supply  of  a  needed  article 
will  be  the  cause  of  value. 

There  is  one  more  case  to  be  considered, — interest  on  dur- 
able goods  in  general,  and  fixed  capital  in  particular. 

The  explanation,  however,  is  similar.  In  the  case  of  all 
perishable  articles  (including  ^circulating  ciq>ital''),  the  value 
plainly  depends  on  the  final  utility  of  the  total  of  the  services 
they  render.  The  thing  and  the  uses  of  the  thing  are,  even 
to  the  vulgar  eye,  inseparable.  Now,  to  the  eye  of  pure 
reason,  the  same  is  true  of  the  durable  article.  Its  value  is 
not  equal  to  its  total  services,  but  to  their  final  utility ;  and 
the  final  utility  of  a  future  service  is  less  than  the  final  utility 
of  a  present  in  proportion  to  the  length  of  time  that  lies 
between  theoL  Therefore,  we  ascertain  the  value  of  a  dura- 
ble article, —  say,  a  gate  or  a  house, —  not  by  adding  its  total 
services,  which  mig^t  be  indefinitely  numerous  and  go  on  for 
a  century  or  two,  but  by  adding  the  final  utilities  of  them. 

•Tbm  «zoeptloiif  tm  gtren  below,  p.  Ml. 

tH«%  acain,  oor  Umiti  of  ipMO  forbid  oi  to  nprodooe  oor  Mtbor's  ex- 
pioof. 
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The  latter  will  give  us  a  seriea,  not  of  identioal,  but  of  dwind- 
ling items.  Suppose  a  half-aore  field  to  yield  20  bnsheb  of 
wheat  on  an  average  every  year,  the  value  of  that  field  is 
not  the  value  of  the  said  20  multiplied  by  infinity,  but  the 
value  of  20  present  bushels  added  to  the  value  of  20  of  next 
year,  which  are  only  equal  (ocBierit  paribui)  to  about  19  of 
this  year,  and  to  the  value  of  20  of  the  third  year,  which  are 
in  value  only  equal  to,  say,  17^  of  this  year,  and  so  on.  We 
should  thus  get  a  total  of  diminiBhing  items, — 20-|-19-|-17V-f* 
15-1-12^4-10+7-1-44-14-0,  the  sum  of  which  is  not  infinity, 
but  106,  or  the  value  of  106  bushels;  and  the  price  of  the 
field  would  be  not  infinity,  but  (at  6s.  a  bushel)  £26  10«.  The 
value  of  land  itself  is  only  a  particular  case  of  the  value  of 
durable  goods ;  and  we  see  how  a  man  may  pay  the  full  value 
of  the  land  and  yet  receive,  year  by  year,  a  net  profit  from 
the  rental  of  it.  He  pays  the  present  value  of  the  future 
services  of  the  land,  knowing  that  ^  the  future  belongs  to  him 
who  can  wait.**  He  waits  accordingly ;  and  the  future  goods, 
which  he  bought  when  they  were  rtill  future,  come  to  him 
when  they  are  present,  and  therefore  more  valuable.  In  this 
way,  though  he  paid  the  full  price,  he  reaps  a  net  income. 
Ricardo's  theory  did  not  carry  us  so  far :  it  explained  only  the 
gross  returns,  and  not  the  possibility  of  a  net  rent  from  the 
land.  It  rightly  applied  to  the  value  of  agricultural  produce 
the  principle  of  final  utility  and  of  the  value  of  complemen- 
tary goods,  doctrines  of  which  it  had  unhappily  made  no  use 
in  any  other  connections.  But  Ricardo's  reference  to  the 
^^  indestructible  powers  of  the  soil "  betrays  the  defects  of  the 
theory.  The  value  of  a  quarry  exhaustible  in  fifty  years 
would  be  no  less  than  the  value  of  a  field  yielding  an  annual 
produce  of  only  the  same  value  as  the  quarry's;  and  yet  the 
field  would  probably  be,  for  all  human  purposes,  indestructible. 
The  lender  of  money,  the  employer  of  labor,  and  the  puiv 
chaser  of  land  have  one  feature  in  common, — they  hold  the 
present  cheap  in  comparison  with  the  future,  and  they  deal 
with  men  who  hold  the  future  cheap  in  comparison  with  the 
present.  The  gains,  so  far  as  they  are  mere  interest,  are  no 
injustice  to  the  latter.     Of  course,  «<  like  other  human  insti- 
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tntioiiBy'**  interest  lias  its  abuses  and  perversions;  bat,  in 
itself,  it  is  a  necessary  ec<momical  oat^ory,  and  not  merely 
a  historical  one. 

The  case  of  fixed  capital,  being  the  case  not  of  durable 
goods  in  general,  but  of  durable  ^  products  used  for  produc- 
tion,** has,  no  doubt,  complications  of  its  own.  If  nearness  to 
the  final  product  lessens  the  depreciating  effect  of  futurity, 
nearness  to  the  point  where  the  fixed  capital  becomes  ex- 
hausted or  worn  out  has  a  contrary  effect.  In  many  cases,  the 
serrices  or  uses  of  the  fixed  capital  are  detached  in  the  course 
of  production  and  have  a  separate  embodiment  of  their  own  : 
the  first  yams  are  turned  off  and  dismissed  from  the  mill  to 
the  factory,  though  the  life's  work  of  the  spinning  machinery 
wiU  last  for  years  afterwards.  But  these  belong  to  the  many 
ocnnplications  due  to  the  highly  organised  division  of  labor  in 
modem  industry,  "vHiere  what  is  economically  a  single  process 
of  production  is  broken  up  into  branches  treated  separately  by 
separate  trades.  In  all  essential  respects,  interest  on  fixed 
capital  is  like  interest  on  any  other  durable  goods.t 

We  have  thus  seen  the  cause  of  the  existence  of  interest. 
We  have  now  to  see  the  causes  that  make  interest  high  or  low. 
Let  us  take  the  question  in  its  most  difficult  form,  where  there 
is  competition  of  traders  in  open  market.  Let  us  simplify  the 
problem  first  by  supposing  that  the  finished  geods  in  the 
nuu^et  are  offered  in  demand  for  labor,  and  for  nothing  else ; 
second,  that  the  market  embraces  the  whole  people,  so  that  in 
dealing  with  it  we  are  dealing  with  the  whole  economy  of  the 
nation;  and,  third,  that  all  branches  of  production  concemed 
have  the  same  productiveneas  and  the  same  scale  of  incre- 
ments in  productiveness  corresponding  to  their  long  and  short 
methods  of  production. 

Our  first  difficulty  will  be  with  labor;  for,  unlike  other 
goods,  labor  is  not  subjectively  of  a  fixed  value,  but  owes  its 
value  to  its  anticipated  products.    The  buyer  of  any  other 

^a^6,  KapUal  wtd  Kapmamm,  IL  80S,  ef.  818.  Tbe  phnM  It  lfl«  Miettoiis 
than  ma$X;  for  tt  foggMto  daUbarate  hnmaa  toTentloiif  which  to  oertilnlj  not 

t  Bm%  and  stoe  whare,  o«r  anther  might  ha^  gtrea  ni  a  few  fflortrattona,  tay, 
from  Babbaca's  Mtommmy  ^  MatMKmjl  cmmI  MmM^mwrnr-  •^■t  PP-  Ut  18i» 
US-m,  1T4,  til,  »,  »,  801  (ad.  188QL 
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article  knows  the  article'e  predie  importanoe  to  him  before 
be  bays  it ;  bat,  in  going  to  porohase  labor,  he  does  not  know 
what  the  valae  of  it  is  to  him,  except  by  the  anticipated  valne 
of  its  possible  products.  On  the  other  hand,  given  the  value 
of  the  prodact,  the  profitableness  of  its  production  depends 
partiy  on  the  wages  paid  to  the  worimien  that  help  in  the 
production.  But  we  have  fortunately  a  fixed  point  here, 
which  is  not  fixed  in  other  cases, — the  total  of  the  quantities 
that  pass  from  the  employer  to  the  laborers ;  for  we  are  bound 
to  assume  that  the  two  parties,  one  from  necessity  and  the 
other  from  choice,  will  in  every  case  come  to  a  baigain,  and 
therefore  the  whole  available  stock  of  consumable  goods  will 
pass  from  the  one  to  the  other.  The  rate  of  wages  will  be 
such  as  will  employ  all  the  workmen, — non-employment  is 
exceptional  and  due  to  dislocations  in  the  industrial  organism, 
— and  the  rate  of  interest  will  be  determined  by  the  produc- 
tiveness of  the  last  applied  portion  of  capital  that  is  economi- 
cally applied  at  all :  Yon  Thtlnen  was  quite  right  on  this  point.* 
The  special  determining  elements  are  the  amount  of  the  fund 
of  subsistence,  the  number  of  workmen,  and  the  scale  of  pro- 
ductiveness. Interest  is  high,  if  subsistence  is  small  and  if 
workmen  are  many  and  if  the  productiveness  goes  not  increas- 
ing with  large  increments.  It  is  low,  if  the  reverse  be  the 
case.  Experience  confirms  these  positions,  for  it  shows  tiiat, 
with  the  increase  of  the  means  of  subsistence,  the  rate  of 
interest  declines;  that  the  said  rate  of  interest  depends,  not 
on  absolute  amount  of  capital,  but  on  its  proportion  to  the 
working  population;  and,  finally,  that  the  discovery  of  new 
and  advantageous  methods  of  production  or  exchange  sustains 
the  increments  in  productiveness  and  keeps  up  the  rate  of 
interest, — whereas  the  contrary  has  the  contrary  effects. 

When  we  remove  our  assumptions,  our  conclusions  need 
littie  modification.  Competition  levels  inequalities  in  the  vari- 
ous branches  of  production  and  in  the  various  markets  of  the 
actual  industrial  world.  Skilled  labor  is  translatable  into  a 
multiple  of  unskilled.    Periods  of  production  and  increments 

•See  his  book  Dur  iaotirte  SUuU,  m  quoted  in  KapUol  tmd  JTapttaMM,  ii. 
ttl.  A  theory  like  Von  ThOnen*!  was  given  in  this  Journal  by  Mr.  8.  Webb, 
Janoaxy,  1888. 
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of  prodaottveneM  are  oneqnal  in  difibreni  branches ;  bat  capi- 
tal seeks  equality  of  increment,*  though  it  may  be  not  in  die 
strai^t  lines  of  oar  abstract  tables,  bat  in  the  zigzag  lines  of 
ordinary  life.  Farther,  finished  goods  are,  as  a  matter  of  fact, 
wanted  for  anprodacUve  consumers,  land-owners  and  people 
living  on  interest  of  capital,  as  well  as  for  prodnctive  laborers. 
We  have  to  add  to  our  three  elements  determining  the  rate 
of  interest  four  more, — the  extent  and  intensity  of  the  demand 
for  loans  for  consumption,  the  amount  of  rent  of  landlords,  the 
sums  paid  to  capitalists  living  on  their  profits,  and,  we  should 
add,  the  economic  temper  of  the  whole  population,  employing 
and  employed,  whether  they  come  near  to  the  ideal  of  eoon^ 
omy  and  provide  for  the  harmonious  satisbu^tion  of  present 
and  future  wants  alike,  or  are  preoccupied  with  the  present  to 
the  neglect  of  the  future.  Still,  these  four  elements  are  to  the 
first  three  as  minor  electric  currents  caused  by  induction  are 
to  the  chief  currents  themselves.  The  two  groups  act  and 
react  on  each  other,  but  the  major  remain  the  major. 

Readers  of  this  Jimmal  wiU  observe  that  B5hm-Bawerk  has 
fully  anticipated  the  wish  expressed  in  a  recent  number,!  that 
thi  Austrian  economists  should  apply  their  theory  to  the  vari- 
ous forms  of  modem  industrial  Ufe.  It  has  heea  impossible, 
however,  in  the  limits  of  a  short  article,  to  follow  every  step 
of  our  author  and  cover  his  whole  ground.  For  like  reasons, 
it  is  impossible  to  do  more  than  mention  the  kindred  work  of 
Professor  Wieser  on  Natural  Vahn^t  which  includes,  amongst 
other  things,  an  ingenious  attempt  to  show  that  under  a  com- 
munistic rigimii  the  economical  phenomena  of  value  would  all 
req>pear,  and  the  kindred  woric  of  Dr.  Zuckerkandl  on  the 
ITulary  of  Priee.% 

It  may  be  well,  however,  in  view  of  the  challenge  in  the 
October  Journal^  to  present  the  views  of  B6hm-Bawerk  on 

•  XqoAlitj  of  beifltt  of  IneramMil,  IwhjptU  fuFo-^^],  ^ 
t  Oetober,  ISM,  p.  S8. 

XDtr  wrtSrWdli  WtHk,  TbtSk  L:  Dir  Wtrth  In  der  PrintwiiUMchafl. 
Tkeiin.:  DirWcnatiiderSlMmrlrttaMhafl.   Voo  Dr.  F.  voo  WltMr.   Wtoa: 


derLtfaft.   Von  Dr.  BolMrl  Zoekirtayidl,  Witn.  (LUpils,  UHl) 
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the  Wages  of  Labor  in  aomewliat  greater  detafl.  Wagea  (he 
aays),  being  an  eaaier  theoretical  problem  than  intereeti  cannot 
nsefolly  or  logically  be  deaoribed  as  interest  on  personal  capi- 
tal They  are  payment  of  labor,  and  enter  into  the  ^cost"  of 
goods,  like  any  other  replaceable  factor  of  a  complementary 
group.  Their  amount  is  determined,  on  an  average,  not  by  a 
wages-fund,  but  by  the  mutual  proportions  of  the  fund  of 
subsistence,  the  numbers  of  the  laborers,  and  the  productive- 
ness of  the  dominant  industries.  The  wages-fund  which  the 
BngUsh  economists  took  for  one  of  the  two  factors  in  the 
solution  of  the  problem  was  really  the  very  problem  itselL 
What  we  want  to  know  is  why  the  amount  given  to  laborers 
is  high  in  one  case  and  not  in  another.  The  Bngiiwh  econo- 
mists, too,  did  not  sufficiently  observe  that,  if  we  take  the 
total  fund  of  subsistence  at  any  g^ven  time,  we  do  not  know 
whether  it  will  be  devoted  to  paying  laborers  for  one  year  or 
to  paying  them  for  six,  whether  it  is  to  be  spent  on  a  directly 
remunerative  enterprise  or  sunk  for  some  years  in  machinery 
or  other  fixed  capital  We  must  g^ve  up  the  theory  of  a 
wages-fund;  but  we  do  not,  therefore,  accept  the  socialistic 
view  that  the  laborer  who  gets  less  than  the  ultimate  value  of 
his  product  is  defrauded  of  the  difference.  There  only  seems 
to  be  a  fraud  when  we  judge  of  the  wages  from  one  point  of 
time  and  the  value  of  the  product  from  another.  The  surplus 
value  is  simply  the  difference  between  present  and  future ;  and 
it  appears  in  the  case,  not  only  of  the  product  of  labor,  but  of 
agricultural  or,  indeed,  any  other  produce :  100  future  bushels 
are  not  paid  so  highly  as  100  present,  100  calves  as  100  cows, 
100  saplings  as  100  trees.  Even  under  a  socialistic  direction 
of  industry,  this  difference  would  appear;  for  socialism  itself 
cannot  mike  future  into  present.  Is  a  forester  who  plants  a 
row  of  saplings  that  will,  in  the  remote  future,  be  worth  £100  * 
to  be  paid  that  sum  in  wages  now  or  that  sum  in  wages  then? 
The  latter  course  means  starvation  to  him,  the  former  unfair- 
ness to  his  fellow-workers,  whose  products  are  (like  the  baker's, 
for  example)  realized  at  once.  But,  if  he  gets  the  whole  £100 
neither  now  nor  in  the  future,  he  will  probably  be  paid  at  a 
rate  equal  to  his  fellows;  and  what  is  over  of  the  £100  which 

•OrlOO  nniti  of  Ttlne,  wbatorer  be  the  nniti  oboten. 
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he  will  have  produced  will  be  seotired,  as  the  years  go  on,  by 
the  whole  society  for  the  general  benefit.  There  is  thus  an 
^  exploitation  ^  of  this  worker  for  the  general  good«  The  dif- 
ference between  present  product  and  fatore  product  has  per- 
force been  regarded,  and  the  confiscated  surplus  value  has  been 
nothing  more  or  less  than  interest.  Confiscation  for  the  gen- 
eral good  does  not  transform  it  into  wages  any  more  than  a 
selfish  use  of  wages  transforms  them  into  profits.*  Interest, 
in  short,  has  an  economical  essence,  which  must  be  distin- 
guished from  its  historical  accidents.  The  essence  of  rent  is 
not  the  payment  of  a  tenant  to  a  landlord,  but  a  surplus 
produce  that  would  go  to  the  peasant  owner  of  a  fertile  farm, 
or  would,  under  socialism,  be  taken  away  from  him  for  the 
benefit  of  the  general  public.  In  the  same  way,  it  is  no  part 
of  the  essence  of  interest  to  be  a  payment,  to  a  wealthy  indi- 
vidual, of  a  surplus  produce  that  the  accidents  of  birth  or 
opportunity  enable  him  by  law  to  confiscate.  Such  accidental 
circumstances  may  surround  it  now,  but  they  may  be  conceived 
to  disappear.  The  majority  of  men  may  not  always,  as  now, 
be  under  the  absolute  necessity  of  working  for  wages.  But, 
even  if  private  property  is  abolished,  the  essence  of  interest 
would  remain ;  for  no  development  of  human  society  will  abol- 
ish time. 

It  would  be  bold  to  say  that  Professor  B6hm-Bawerk  has 
said  the  last  word  on  the  theory  of  Interest.  But  his  theory 
so  happily  combines  ingenuity  with  simplicity,  and  he  has 
shown  himself  so  frank  in  anticipating  objections  and  facing 
difllcnlties,  that  his  book  must  be  regarded  as  one  with  which 
all  subsequent  writers  will  have  to  reckon* 

Jamxs  Bohax. 
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It  is  annoanoed  that  a  reprint  of  Arthur  Yoiuig's  IVaoA  in 
JWmc0  is  to  be  prepared  by  Mr.  A.  W.  Hatton,  with  a  preface 
by  Professor  Thorold  Rogers.  Tonng's  narrative  and  Us  later 
comments  on  the  progress  of  the  Revolation  are  to  be  giyen; 
but  it  is  reported  that  ^the  agricoltoral  and  other  statistics» 
which  are  now  no  longer  of  general  interest,  will  be  omitted." 
There  can  be  no  doubt  as  to  the  historical  value  of  the  prom- 
ised reprint,  and  it  is  to  be  hoped  that  its  economic  interest 
will  not  have  been  impaired  by  the  proposed  excisions. 

A  rival  reprint  of  Young's  Dravdi  is  also  to  be  issued  in 
Bohn's  Standard  Library.  This  is  to  be  abridged  and  edited 
by  Miss  Betham-Bdwards,  who  is  assisted  by  Mr.  Arthur 
Toung,  grandson  of  the  author. 


^  Bbadstbbbt's  *'  continues  its  reports  on  labor  troubles  by 
giving  a  summary  of  the  strikes  and  lock-outs  recorded  in  its 
columns  during  the  year  1888.  A  comparison  of  the  recorded 
totals  with  those  for  the  two  years  preceding  shows  a  marked 
falling  off  in  the  number  of  striking  workmen.  We  reproduce 
the  figures: — 

In  1888,  there  were  8B6  strikes,  liiTolTlng  448/100  woikmen. 

1887,  "        "     884       •♦  •*        846,000        •* 

1888,  ••        «     «7f       ••  '•         211,000         " 

The  figures  for  1886  are  doubtless  defective :  the  recording  of 
strikes  began  in  that  year,  and  many  smaller  movements  tiien 
escaped  notice.  We  may  fairly  conclude  £rom  the  figures  that 
wide-spread  strikes,  involving  many  employees  at  once,  like 
those  of  Knights  of  Labor  in  1886,  are  becoming  less  common. 
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The  f oUowing  snmmaiy  is  given  of  the  resnhs  of  the  struggles 
for  the  last  two  yean:  — 


ifalled,  OM  419 

BtifkentQoeeeded,        1S1,M0  107,000 

Btifkenfyied,  SIS^OOO  106,000 

Turning  these  figures  into  per  oents^  we  find  that  in  1887 
about  42  per  cent,  of  the  strikes  succeeded,  and  in  1888  about 
86  per  cent. ;  but  in  1887  only  88  per  cent,  of  the  whole  num- 
ber of  strikers  succeeded,  and  in  1888  more  than  50  per  cent. 
On  the  whole,  therefore,  the  struggles  of  1888  turned  out 
better  for  the  woi^men  than  did  those  of  1887.  Still  another 
summary  classifies  the  causes  of  the  strikes,  as  follows:-^ 


ApTIMV*  Stf%iOtT9» 


By  P9t  0$ni$^  ToiaL 
^  ^  krikm,       Srilin. 

1MT1006  18871006  1887188818871886 

WtfteaadhouB,            618     878  118,800    146,000  02       66          02       08 

UBJonlsm,    ...            S»     188  n,800     87,600  96       80          92       17 

Sympirtliy,  ...            06      16  47,000     10400  0        9         19        0 

lOMellABaoili,     .              87       06  8,800     19,600  4       18            9         0 

VotolO,   ...  079     070        MMOO    tU,000 

It  will  be  noticed  that  the  number  of  strikes  as  to  which 
the  result  or  cause  is  stated  is  less  than  the  total  number  re- 
ported as  having  occurred.  In  a  few  cases  nothing  seems  to 
have  been  learned  except  that  a  strike  had  taken  place. 


In  a  previous  issue  of  this  Journal  (voL  u.  p.  215,  Januaiy, 
1888),  some  account  was  given  of  the  bill  prepared  by  the 
Oerman  Imperial  €k>vemment  for  the  extension  of  the  system 
of  compulsory  insurance  to  the  contingencies  of  old  age  and 
permanent  disability.  The  bill  there  described  has  been  much 
amended,  and  an  idmost  entirely  new  draft  was  submitted  to 
the  Reichstag  at  the  beginning  of  the  current  session.  After 
a  first  reading  the  new  bill  went  to  a  commission,  by  which 
it  has  been  further  amended;  and,  at  last  accounts,  it  was 
before  the  Reichstag  for  a  seoond  reading.  It  is  probable  that 
many  changes  will  still  be  made,  and  we  reserve  a  detailed 
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aoooimt  of  this  addition  to  the  iosoranoe  syatem  until  the 
act  is  finally  passed.  It  is  already  clear,  howeyer,  that  the 
scheme  will  take  a  very  different  shape  from  that  first  pro- 
jected. 

The  salient  features  of  the  bUl  as  it  now  lies  before  the 
Reichstag  are :  first,  that  the  machinery  for  old-age  insurance 
is  entirely  independent  of  that  for  sick  or  accident  insurance. 
There  are  to  be  goyemment  bsurance  bureaus,  some  thirty 
in  all,  distributed  geographically  through  the  Empire,  and 
supervised  by  an  Imperial  Bureau.  The  original  scheme  of 
putting  old-age  insurance  into  the  hands  of  the  Ben^fBgenos- 
$en9chq/ten  seems  to  be  given  up  for  good.  Another  change 
b  made,  also  of  a  distinctly  bureaucratic  stamp.  Neither 
employers  nor  employees  will  have  anything  to  do  with  the 
system,  except  to  pay  the  contributions  and  receive  the  pen- 
nons. Next,  the  benefits  to  be  yielded  to  the  workmen  are 
much  increased.  It  was  felt  on  all  hands  that  the  first  draft 
did  not  give  the  workmen  appreciably  more  than  the  poor- 
law  already  yielded,  and  certainly  not  enough  to  calm  their 
socialistic  feelings.  Consequently,  the  pension  for  old  age 
begins  at  sixty-five  instead  of  at  seventy.  Women  get  as 
much  as  men.  The  pensions  are  not  uniform,  but  vary  with 
the  wages  earned,  contributions  varying  similarly;  and,  for 
this  purpose,  work-^ople  are  divided  into  six  classes,  accord- 
ing to  the  wages  earned  by  them.  Better  provision  is  made 
for  the  immediate  future,  the  transition  period  before  the 
scheme  can  go  into  full  effect;  and  in  various  details  the 
workmen  are  more  liberally  provided  for.  Lastly,  this  more 
liberal  treatment  calls  for  much  larger  contributions.  The 
Empire  stiU  engages  to  pay  one-third  of  the  premiums,  the 
remaining  two-thirds  being  shared  between  employers  and 
workmen. 

The  Empire's  share,  under  the  original  scheme,  was  expected 
to  be  for  the  first  year  about  four  million  marks;  under  the 
amended  scheme,  it  would  be  over  twelve  million  marks.  For 
the  sixth  year,  the  Empire's  payments  would  be  oyer  twenty- 
eight  millions,  as  against  an  estimate  of  about  thirteen  millions 
under  the  original  scheme.  The  private  contributions,  of 
course,  go  up  in  the  same  ratio.    This,  too,  although  the  esti- 


Digitized  by 


Google 


NOTMB  AND  KEMOBAJSDA  855 

mates  rest  on  a  proposal  to  raise  in  any  year  only  saoh  funds 
as  will  meet  the  liabilities  incurred  for  the  next  ten  years. 
Obviously,  many  of  the  pensions  granted  in  any  one  year  will 
run  much  more  than  ten  years,  especially  those  granted  in 
case  of  disability.  The  heayy  financial  burdens  entailed  by 
the  scheme  account  for  this  proposal  to  shift  to  future  genera- 
tions the  liabilities  of  the  present. 


Thx  late  Comptroller  of  the  Currency,  in  his  report  for 
1888,  calls  attention  in  several  places  to  the  symptoms  of 
arrested  growth  of  the  national  bank  sjrstem,  which  are  b^^- 
ning  to  follow  the  nq>id  withdrawal  of  circulating  notes. 
Facts  given  in  the  annual  rq>ort  of  tiie  Superintendent  of  the 
Banking  Department  of  the  State  of  New  York  suggest  a  com- 
parison between  the  progress  of  banking  under  national  and 
State  legislation  respectively  in  the  most  important  banking 
Sute. 

The  following  figures  for  the  last  five  years  are  collected 
from  the  two  reports,  capitals  being  j^ven  in  millions:  — 


I  Btmk§.  ataU  Jkmk§.         f)r%u€  OompaMm. 

Ho.       Oftp.  No.       Oh».  No.       Om>. 

lati         as     ts&s  8s     9XLi  is     91s. 

un         mi       WIS  as       su  »       i4j 

UM  Stt  SLT  »  SS4  »  IBJ 

i»r         m       8ftj  iflB       stj  n       isj 

tm  9n  BM  ISO  SM  so  10i( 

We  have  no  space  to  remark  on  tiieee  figures  at  present 
further  than  to  note  two  important  &ots:  first,  that  the 
growth  of  banking  in  the  State  outside  of  the  reserve  cities 
is  now  under  charters  from  the  State ;  and,  second,  that  the 
business  and  growth  of  the  trust  companies,  which,  with  three 
exceptions  of  no  great  imp<»tance,  are  established  in  New 
York  or  Brooklyn,  are  imperfectly  measured  by  their  number 
and  cq>itaL  The  general  law  for  the  organization  of  trust 
companies  adopted  in  1887,  Xcnos  0/  Nsw  Yofk,  1887,  chap. 
546,  is  understood  to  have  stimulated  their  increase  last  year, 
and  b  likely  to  make  this  class  of  State  banks  still  more  f  or* 
midable  in  oompetiticii  with  the  national  system. 
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THE  MARGIN  OF  CULTIVATION. 

The  expression  ^margiii  of  oattiyation**  has  become,  through 
long  usage,  a  dassioal  expression  for  one  of  the  most  funda- 
mental ideas  of  eocmomics.  It  may  seem  out  of  plaoe  to  take 
exception  to  the  nse  of  so  well-known  a  term;  yet  it  conTeys 
the  needed  idea  in  a  yery  concrete  way,  which  fitted  nicely 
into  tiie  economic  system  of  the  older  economists^  but  is  not 
in  harmony  with  the  ideas  which  many  of  the  economists  of 
to-day  are  striying  to  deyelop.  It  is  easy  to  think  of  society 
poshing  out  continually  upon  newer  lands,  or  trying  to  make 
its  poorer  lands  tillable.  The  picture  of  ciyilixation  gradually 
working  up  a  mountain-side  is  to  most  persons  yery  alluring ; 
yet  the  conclusions  drawn  from  this  concrete  case  haye  enough 
of  the  false  in  them — or,  at  least,  enough  of  the  apparently 
false — to  obscure  the  real  truth  to  which  all  agree.  And  this 
obscurity  is  likely  to  continue  as  long  as  a  term  is  used  which 
necessarily  brings  up  a  concrete  picture. 

The  term  is  also  defectiye,  since  it  calls  to  mind  a  dynamic 
state  of  society.  In  a  static  state,  where  the  equilibrium  is 
perfect,  there  would  be  no  concrete  margin  of  cultiyation,  as 
we  now  picture  it.  Most  economists  agree  that,  eyen  in  a 
static  condition,  there  would  be  no-rent  increments  of  ci^ital 
applied  to  land.  These  increments  would,  howeyer,  be  found 
upon  the  first  land  cultiyated,  as  well  as  tiie  last.  If  used  in 
this  broad  sense,  there  is  also  a  margin  of  cultiyation  in  the 
manufacture  of  commodities,  as  well  as  in  the  cultiyation  of 
land.  All  portions  of  the  capital  used  in  a  factory  do  not  giye 
the  same  return  for  their  use.  Especially  in  the  utilization  of 
waste  products,  there  is  much  labor  employed  which  giyes 
merely  the  minimum  return.  A  part  of  the  capital  used  in 
factories  is  as  much  at  the  margin  of  cultiyation  as  is  the  last 
increment  of  capital  used  upon  land.  The  term,  therefore, 
is  defectiye  in  many  ways ;  and  all  economists  ought  to  be 
willing  to  allow  it  to  be  so  modified  that  the  concrete  portion 
may  be  cast  away,  without  losing  the  central  thought.  Pro. 
f essor  Clark,  in  his  thoughtful  essay  before  the  late  meeting  of 
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the  Amerioan  Bconomio  Assooiation,  taggested  that  the  term 
^  maigin  of  utilization  "  be  used.  Society  certainly  utilizes  ita 
most  producttve  instrumenta  firsti  and  then  proceeds  to  make 
use  of  the  less  productive  ones.  The  change  in  the  term  is  an 
excellent  one,  so  &r  as  it  goes ;  yet  there  is  as  much  objection 
to  the  use  of  the  term  ^maigin**  as  to  '^cultiTation.''  The 
dynamic  thought  is  still  retained,  from  which  confusion  is 
likely  to  arise.  Why  could  not  the  term  ** limit  to  utilization" 
be  used?  Or  perhaps  ^final  limit  to  production"  would  be 
plainer.  It  might  be  well  to  f oUow  the  analogy  of  the  term 
**  final  utility  of  commodities,"  and  say  ^  final  utilization  of 
productive  instruments."  I  have  no  desire  to  urge  any  term ; 
but,  since  Professor  Clark  has  made  so  admirable  a  start  in 
the  right  direction,  it  would  seem  an  excellent  opportunity  to 
introduce  a  new  term  to  which  every  one  could  heartily  assent. 

As  an  illustration  of  the  use  of  a  broader  term,  I  will  refer 
to  the  suggestive  article  in  a  recent  number  of  this  Journal  by 
Mr.  Sidney  Webb.  He  wishes  to  locate  the  position  of  the 
man  who  uses  the  minimum  of  capital  and  ability,  and  after 
the  traditional  custom  seeks  to  find  him  at  the  margin  of  cul- 
tivation.* Certainly,  the  men  at  the  marg^  have  much  more 
than  the  average  ability,  and  they  also  make  use  of  a  large 
amount  of  capital.  For  these  reasons,  the  use  of  the  term 
*' margin  of  cultivation"  by  Mr.  Webb  obscures  a  thought  of 
vital  importance  to  a  correct  correlation  of  the  laws  of  distri- 
bution. The  man  with  minimum  ability  and  capital  is  much 
more  likely  to  be  found  in  the  cities  than  upon  new  land ;  and 
such  men  are  in  much  larger  numbers  in  an  old  country  than 
in  a  new  one.  They  sweep  our  streets  and  carry  off  our 
refuse  matter.  They  are  employed  in  all  the  factories  to  util- 
ize waste  products,  and  as  assistants  to  higher  classes  of  labor. 

It  is  only  by  a  wrong  classification  that  it  seems  that  the 
cheapest  labor  of  our  factories  use  much  capital  If  a  firm  use 
a  million  dollars  worth  of  capital  and  employ  a  thousand  men, 
it  is  wrong  to  say  that  each  man  uses  a  thousand  dollars  worth 
of  capital  Such  reasoning  is  as  defective  as  to  say  that  the 
utility  of  the  last  cup  of  water  is  the  average  of  the  total 
utility  of  the  whole  supply  of  water.    The  proper  way  to  get 

•Sae  ^Moritriy  Jcmnal qf  Mccmo§m»mt  U*  191. 


Digitized  by 


Google 


868  QUABTMBLT  JOUMSAL  OF  MOOSOMICB 


the  ftmofuit  of  oftpital  med  by  the  last  mut  k  to  discorer  how 
mvoh  leee  oapHal  would  be  need  if  he  were  aot  employvd. 
Meeeured  in  this  waj,  the  amoont  of  eapital  need  bj  the  least 
eAoient  man  in  a  large  ^otory  would  be  leroi  or  yery  near 
that  limit.  It  is  likely  thai  sereral  men  out  of  the  tiionsand 
ooold  be  discharged  before  any  of  the  capital  of  the  firm  woold 
eease  to  be  need. 

The  position  of  the  least  efficient  laborer  shows  where  the 
final  liinit  to  prodnotion  is;  and  it  is  only  as  land  gets  its  share 
of  snch  labor  that  it  can  be  truly  said  to  be  at  the  margin  of 
cnMyation.  The  lack  of  motoal  relation  between  the  laws  of 
distribution,  which  Ifr.  Webb  so  clearly  presentSi  is  partly 
d«e  to  the  historieal  oironmstanees  oonnected  with  their  grad- 
ual derelopmenti  and  partly  to  the  concrete  manner  in  which 
they  haye  been  viewed  by  eoonomists.  It  will  be  necessary  to 
outgrow  the  Hmitati^ms  arising  from  the  historical  deyd<^ment 
and  the  concrete  expression  of  these  lawsy  before  they  can  be 
so  stated  that  tiie  mutual  relation  between  them  can  be  dearly 


Sncov  N.  Pattbk. 

UViyBBSITT  OF  PXVKSTLVAHIA. 
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AKn-CHINSSE  LSGI8LATI0N  IN  BRITISH  AMERICA. 

The  anti-Chiiiefle  legislation  of  Canada*  la  very  mneh  like 
that  of  Anatralasia.  The  Chinese  Immigration  Act^  1885,i 
pate  a  tax  of  150  on  Chinese  entering  Canada,  hj  vessel  or 
otherwise,*  and  restricts  the  number  of  Chinese  a  vessel  can 
bring  to  one  for  every  fifty  tons,s  with  penalties  on  the  China- 
man, the  master,  and  the  ownerf  for  breaches  of  its  varions 
provi8ions,4  similar  to  those  imposed  by  the  Australasian  stat- 
utes, including  forfeiture  of  the  vessel,  if  the  master  lands  or 
permits  to  land  any  Chinese  before  the  duty  is  pud,  or  wilfully 
makes  any  &]se  statement  respecting  the  number  of  persons 
on  board  his  vesseLs  The  exemptions  from  the  operation  of 
the  act  differ  somewhat  from  the  usual  ones  in  Australasia.| 
There  is  no  exemption  of  British  subjects,  there  is  an  exemp- 
tion of  the  suite  and  the  servants  of  diplomats,^  a  fee  of  one 
dollar  is  charged  for  temporary  exemption  certificates,  and 
such  certificates  may  be  obtained  by  ^every  Chinese  per8on,'^7 
instead  of  being  obtainable  only  by  bona  fide  residents  of  the 
colony  at  the  passing  of  the  act  or  at  the  date  of  its  going  into 

•TUi  v^V  oomplstai  the  tmrvej  of  mtt-ThliMim  logiilatloii  ia  tbs  BrMih 
eolottiM  btfim  te  the  laft  annbar  of  tldi  /•iirwi.  The  nOieneet  mrn^  An,  m 
Itafofe,  to  tiM  PArUamoBUiy  blno-book  o<  July,  1M8»  oitttiod  Oomrnpondmrn 

t  But  BO  ponaltj  oo  the  ohafftrer, « in  the  AwtnlMlAn  statetee. 

ITIM  UQal  OMmpttoot  mre  Britiih  mt^Joeti,  oonnilt  and  dlptomats,  orowt, 
andOilBMOwttfataBiponHryosoBipClontloketk  Qminilani,  Otoada,  md  Brttiih 
Oolnmbia,  howorer,  do  not  ez«mi>t  Britiah  ■nbjacta;  Quoansland  and  Sootfa  Ana- 
tralla  and  Biltiih  Oohimlila  do  not  ezampt  oonanla  and  dlplomatt,  and  Victoria 
(p.  74, 1  f)  and  Haw  Zealand  (p.  54,  |  T)  exempt  tliem  only  from  baTing  to  pay  tlie 
entianoe-fee,  and  not  from  tlie  ottier  proTlatona  of  their  reepeetlre  acta;  Qneena- 
land  ezempta  crewa  only  from  tlie  entianoe-fto  (p.  81,  |  IIX  Canada  only  by  ImpU- 
eation  (tbeaet  applying  only  to  peraotM^'iiiAiriw^  Canada,"  p.  6MI  tend  ^  and 
BHtlahOoliimblaoolytotliennmberof  S0(p.eT,|6;p.n,|6).  In  Victoria,  aa  I 
baie  aald,  tbere  la  no  temporary  exemption.  Tbe  reporti  of  the  new  atatotee  for 
tlM  HorOiem  Tenltoty  and  of  Hew  Sooth  Walea  do  not  glTO  the  exemption 
I  (p.  4,  Has,  and  p.  4B^  Hoe.  80  and  SIX  TlMce  are  no  eiamptloaa  from  the 
i*«1ta*'and-SeolatkMi*' Aeti of  Britiah Oolombla. 


lp.ai,  tp.68^14.  tp.60,|ft. 

4p.60,|6;p.fa,|T;p.6l.||l*-»-  fp.fl,|T. 

•p.8S,|4.  Tp.fi.|M. 
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operation,  as  in  AiiBtralia>  and  in  Britiah  Columbia.*  There 
is  an  exemption,  also,  of  **  tourists,  merohants,  men  of  soienoe, 
and  students,**  bringing  oertain  documentary  evidenoe  of  their 
identity,  occupation,  and  object,  ^merchant''  not  to  include 
**  any  huckster,  pedler,  or  person  engaged  in  taking,  drying,  or 
otherwise  preserving  shell  or  other  fish  for  home  consumption 
or  exportation."  s  The  amendment  of  June  28, 1887,  exempts 
the  wife  of  any  person  who  is  not  of  Chinese  origin.*  Section 
18  of  the  principal  act  (of  July,  1886)  contains  the  seemingly 
needless  enactment  that  ^the  entrance-fee  • . .  shall  not  apply 
to  any  Chinese  person  residing  or  being  within  Canada  at  the 
time  of  the  coming  into  force  of  this  act,**  and  that  sudi  Chi- 
nese person  may  get  a  certificate  of  residence  for  fifty  cents.f 
Section  2  of  the  amendment  4  makes  provision  for  allowing 
Chinese  to  pass  through  Canada  without  paying  the  entrance 
fee.  No  Chinese  are  allowed  to  land  '^  until  the  quarantine 
officer  has  granted  a  bill  of  health,  and  has  certified  . . .  that 
no  leprosy  or  infectious  or  contagious  disease  exists  among 
them,"  and  ^  no  permit  to  land  shall  be  granted  to  • . .  any 
Chinese  woman  who  is  known  to  be  a  prostitute."  s 

Perhaps  the  most  important  difference  between  the  Cana- 
dian and  Australasian  anti-Chinese  laws  is  that  in  Canada 
the  controller  must  *^  keep  a  roister  of  all  persons  to  whom 
certificates  of  entry  have  been  granted,^  whether  they  come 
by  sea  or  land."  7  Section  17  of  the  act  of  July,  1886,  pro- 
vides for  the  suppression  of  **any  sort  of  court  or  tribunal 
composed  of  Chinese  persons  for  the  hearing  and  determina- 
tion of  any  offence  committed  by  a  Chinese  person,"  but  it  is 

•p.  68,  f  1.  This  li  tlM  only  instuioe,  in  the  Printing  anti-Gliinese  leglslAtlon 
in  All  these  colonies,  of  a  special  exemption  of  women,  except  in  Tasmania,  where 
the  act  applies  only  to  males  (p.  8S,  §  1),  and  in  Victoria,  where  it  applies  to  "  any 
male  adnlt  natiye  of  China,  or  its  dependencies,  or  of  any  islands  in  the  Chinese 
seas  not  bom  of  British  parents  [sic],  or  any  person  bom  of  Chinese  parents." 
(The  Italics  are  mine.)  The  exemption  or  non-exemption  of  women  from  legisla- 
tion against  Chinese  immigration  is  of  little  practical  importance. 

tp.  61.  Of.  similar  proTision  in  New  Zealand  in  1881  (p.  87,  f  18).  Perhapsthis 
is  meant,  like  f  7  of  the  British  Colombia  act  of  1886  (p.  71),  to  exempt  Chinese 
who  were  residents,  bat  temporarily  absent,  at  the  time  of  the  passing  of  the  act. 

lp.77.|lS;  p. 79, f  9;  p. 81, 1 10;  p.  88, f  10;  p. 86, §  10;  p.  87, f  14. 

Sp.6T,f  6;  p.71,f6.  8p.00,f  4. 

4p.68.  «p.61,f9.  6p.ei,{U.  7p.ei,|18. 
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not  to  be  constraed  as  preventing  Chinese  from  sabmitting 
disputes  to  arbitration.  >  There  is  provision,  apparently,  for 
the  sommary  trial  of  some  of  the  suits  and  prosecutions  arising 
under  this  act,  but  not  of  all.*  There  is  no  provision  for 
magistrates  dedding  ^on  their  own  view  and  judgment" 
whether  a  person  is  a  Chinese.  Beyond  the  points  I  have 
mentioned,  Canadian  antiOiinese  legislation  differs  in  no 
important  respect  from  that  of  Australasia. 

With  British  Columbia,  the  case  is  quite  different.  The 
legislation  of  that  province  deals  with  the  problem,  so  far  as  it 
is  simply  a  question  of  Chinese  immigration,  by  forbidding 
such  immigration.  *An  Act  to  prevent  the  Immigration  of 
Chinese,'''  February  18,  1884,  enacts  that,  "^ whereas  it  is 
expedient  to  prevent  the  immigration  of  Chinese  into  British 
Columbia," «  ^  it  shall  be  unlawful  for  any  Chinese  to  come 
into  the  province,"  3  and  lays  penalties  upon  any  Chinese 
who  hereafter  shall  come  ins  and  upon  **any  person  who 
shall  bring  or  assist  in  bringing  into  British  Columbia  any 
Chinese  or  who  shall  assist  in  any  way  any  Chinese  in  coming 
into  British  Columbia,"!  the  penalties  to  be  enforced  by 
rapid  and  summary  procedure,4  the  justice  deciding,  ^upon 
his  own  view  and  judgment,"  whether  any  person  charged 
or  brought  before  him  is  a  Chinese  or  notJ  The  act  does 
not  apply  to  ^  any  Chinese  actually  employed  as  seaman,  cook, 
steward,  or  waiter  upon  any  vessel,  wherein  the  number  of 
Chinese  so  employed  shall  not  exceed  twenty."  ^  Temporary 
exemption  certificates  are  granted  to  Chinese  who  were  bona 
JUk  residents  of  the  province  at  the  time  of  the  passing  of  the 
act,  and  who  shall  have  their  photographs  taken  at  their  own 


•p.  Or  I  flL  An  fiilti  and  an  protacnttoM  for  oltaioes  tbax  mre  not  mada 
inisdeDieuion  •*  ahaU  be  tried  Itefore  one  or  more  Joatloei  of  the  peace,  or  l»efore 
the  recorder,  police  maflatrate,  or  atipendiary  maglatrate  baTing  Jnriadletton.** 

tp.00,|S.  Tbe  penalty  upon  the  Qilneae  is  only  $60,  tlM  amoimt  of  the  neoal 
entrance-fee;  Imt  tlM  penalty  on  any  one  aartiting  him  is  tnlllcient  to  prevent 
anybody  from  paying  his  entrance^ee  for  him  and  from  tranaporting  him.  He 
woold  have  to  walk  from  the  United  Statee  or  Canada,  and  woold  bare  to  pay  hia 
entiance-flne  aome  time,  eren  if  be  baa  aerred  hia  aix  mootha*  Impriaonment  at 
bard  labor  fornot  doing  ao  at  llrrt.   (p.tB,fS.) 

lp.tt.  tp.01,  tp.ao,fs. 
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expense,  a  copy  to  be  kept  and  mailced  with  the  number  of 
the  certificate." 

The  act  of  March  9, 1886,  oontahis  no  aUomon  to  the  above 
act,  although  thej  are  afanost  preciielj  alike.  The  onlj  differ- 
ences are  that  the  act  of  1886  adds  those  (Siinese  who  had 
been  preyioaslj  to  its  passage  bona  Jkk  residents  of  the  proT. 
ince  to  the  nnmber  who  can  obtain  temporary  exemption 
certificates,'  makes  provision  for  the  retnm  to  die  province, 
^  free  from  the  provisions  of*  the  act,  of  any  Chinese  who  had 
resided  there  within  a  year  before  the  passing  of  the  act,  bat 
who,  at  the  time  of  its  passiiig,  were  temporarily  absent^  and 
for  the  issne  of  a  certificate  to  that  effect  to  every  sach 
Chinese,!  bnt  also  enacts  that  ^it  shall  be  lawful  to  impose 
a  fee  of  $6  for  every  certificate  to  be  granted  nnder  the  pro- 
visions of  this  act.**  4 

The  Ghinese  already  in  Britiih  Columbia  are  dealt  with  by 
an  act  of  Feb.  18, 1884,  which  prevents  them  from  acquiring 
crown  lands  (and  from  being  granted  aathority  by  ^  a  com- 
missioner, as  defined  by  the  ^Laad  Act,  1884,'  <>^  ^^V  other 
person,  to  • .  •  record  or  divert  any  water  frmn  the  natural 
channel  of  any  stream,  lake,  or  river"  in  the  province),  s  and 
by  the  *'  Chinese  Tax  Act,  1878,"  and  the  '<  Chinese  Regulation 
Act,  1884,"  which  «'tax"  and  «<regnlate"  them  as  foUows:  — 

The  »  Chinese  Tax  Act,"  after  statiog  in  the  preamble  that 
the  Chinese  ^* evade"  certain  taxes  ^* by  reason  of  the  provi- 
sions of  the  acts  [imposing  them]  not  being  applicable  for  the 
collection  of  taxes  from  Chinese,"  6  provides  that  those  acts 
**  shall  not  apply  to  Chinese,  but,  in  lieu  thereof,  the  following 
provisions  shall  be  substituted :  . . .  every  Chinese  person  over 
twelve  years  of  age  shall  take  out  a  license  every  three  months, 
for  which  he  shall  pay  the  sum  of  ten  dollars  in  advance,"  7 
the  collector  being  paid  by  a  percentage  on  what  he  collects,' 
and  having  power  to  levy  the  amount  of  the  license  with  costs, 
by  distress  not  only  of  the  goods  of  the  Chinese  person  who 
has  no  license,  but  also  *^of  any  goods  and  chattels  in  his 
possession, ...  or  of  any  goods  and  chattels  found  on  the 
premises,  the  property  of  or  in  the  possession  of  any  other 

ip.eT,|«.  sp.7i.|6.  <p.n.|T.  4p.n,f8. 
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ooenpant  of  the  prankes.''  >  If  a  Cfaineie  has  not  a  licenie 
lawfolly  iitaed  to  him,  he  and  his  mnphffer  are  both  liaUe  to 
•eyere  penalties;*  and  he  is  also  liable,  under  penalty  for 
failure,  refusal,  or  neglect,)  to  work  out  the  amount  of  the 
license  fee  on  the  public  roads,  at  the  rate  of  fifty  cents  a  day, 
minus  the  cost  of  food,  five  per  cent,  for  the  wages  of  an 
overseer,  and  five  per  cent,  for  the  wear  and  tear  of  tools,^ 
the  day's  work  being  ten  hoursJ  A  Chinese  must  show  his 
license  on  passing  through  certain  tolLgates^  Bvery  employer 
of  Chinese  must,  under  penalty,/  fumidi  to  the  collector,  when 
requested,  a  truthful  list  of  all  the  Chinamen  employed  by  him, 
directly  or  indirectly,*  and  must  keep  in  his  possession  the 
license  of  each  Chinaman  in  his  employ,  and  show  it  to  the 
collector  when  required  to  do  so.9  *^Aaj  information  for  any 
infraction  of . .  •  this  act  may  be  heard  and  determined  ...  in 
a  summary  manner,** »  In  any  prosecutioD  for  its  infraction, 
tiie  ayerment  in  the  information  that  the  Chinese  had  not  at 
the  time  of  the  alleged  infraction  a  license,  lawfully  issued  to 
him,  throws  upon  him  the  burden  of  proving  that  he  had.>> 
The  same  burden  rests  upon  the  person  whose  goods  are  dis* 
trained  for  being  in  the  possession  of  or  on  the  premises 
occupied  by  a  Chinaman  without  a  license,  if  the  license  is  not 
produoed.a 

The  **  Chinese  Regulation  Act,  1884^**  begins  by  stating, 
among  other  things,  that  the  CSiinese  **  evade  the  payment  of 
taxes  justly  due  to  the  government,  are  governed  by  pestilen- 
tial hi^its,  are  useless  in  instances  of  emeigency,  habitually 
desecrate  graveyards  by  the  removal  of  bodies  therefrom, .  • . 
and  ...  are  inclined  to  habits  subversive  of  the  comfort  and 
well-being  of  the  conununity.**  *  It  imposes  an  annual  fee  of 
$10  on  every  Chinese  above  the  age  of  fourteen.^  Its  other 
provisions  are  similar  to  those  of  the  ^Chinese  Tax  Act,** 
except  the  following:  A  Chinaman  must  show  the  license 
required  by  the  new  act  at  mmy  toll-gate  in  British  Colum- 


•p.m.   GLltttttof  LnvTftJiBtotlMntflof  E0MlMr7(p.fl»AppiodlzL), 
eluffaetnlstiif  thfti  pTMunblt. 

lp.Sm7.      tp.sma       tp.«,|14.       4p.H,iVk.      fi».«,fU.      •p.ff.flS. 
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bift.*  A  ^free  miner^s  oertifioftte''  costs  a  Chinaman  115 
instead  of  $6,*  whioh  is  the  charge  for  all  other  foreigners;  * 
and,  if  he  engages  in  mining  in  contravention  of  the  provision 
reqoiring  him  to  have  sadi  certificate,  he  and  his  employer 
are  each  liable  to  a  penalty  not  exceeding  |80.s  Dead  bodies 
of  Chinese  are  not  to  be  exhumed  without  permi8sion.4  The 
use  of  opium  is  prohibited,  except  for  medical  purposes.s 
Rooms  must  not  be  let  or  occupied  unless  containing  884 
cubic  feet  of  space  for  each  person  occupying  them,  and  hav* 
ing  each  a  window  which  opens  at  least  two  square  feet.^ 
In .  any  proceedings  under  the  act,  the  burden  of  proving  that 
he  IB  exempt  from  the  operation  of  any  of  its  provisions  is  on 
the  defendant.!  Pecuniary  penalties  may  be  recovered  in 
a  sunmmry  way.7  Convictions  shall  not  be  quashed  for  want 
of  form,*  so  long  as  the  same  is  according  to  the  true  meaning 
of  the  act;9  and  the  tribunal  having  cognizance  of  any  mat- 
ter under  the  provisions  of  the  act  may  decide,  upon  its  own 
view  and  judgment,  whether  any  person  is  a  Chinese,  and 
whether  any  person  who  is  a  Chinese  is  of  the  age  of  fourteen. 

A  Chinese  convicted  of  an  offence  under  the  act  cannot 
appeal  without  giving  notice  in  writing  of  his  intention  of 
doing  so,  furnishing  security  in  the  sum  of  $100,  conditioned 
to  abide  by  the  decision,  and  depositing  a  sum  sufficient  in  the 
opinion  of  the  convicting  magistrate  to  pay  ^  the  costs  and 
expenses  of  a  jury"  to  try  the  appeal.«> 

It  appears  from  the  letter  of  Lew  Ta  J6n  to  the  Earl  of 
Rosebery,  which  I  have  cited,  that  this  ^'  Chinese  Regulation 
Act"  has  been  held  by  the  Supreme  Court  of  British  Colum- 
bia, in  the  case  of  Bull  v.  Wing  Chong,|  to  be  uUra  vires 
the  L^islative  Assembly  of  that  province. 

Joseph  Lbb. 

•Tbe  abore-cited  letter  of  Lew  Ta  Jto. 

t  p.  70,  f  28.  Another  new  proTlston  le  that  of  Section  IS,  wbiob  reads,  *•  SalK 
■eotlon  (€)  of  the  Sohedole  A  to  the  *  Licensee  OnUnanoe,  18S7,'  Is  hereby  amended 
by  adding  thereto  the  following  words:  *  Bat  no  lloense  shall  be  issned  to  any 
Chinese.'  ** 

tp.  66,  Appendix  L  This  decision  was  in  Aognst,  188ft.  Bee  BrUUh  Coimm' 
Ma  Law  Beport$f  toL  it,  part  2,  p.  100. 

1  p.  68,  §12.  Sp.68,|14. 

8p.60^|lft.  4p.60,fl7.  «p.60,|18.  •p.6^|28. 

7p.60,|10.  •p.60,120.  tp.T0,No.7.  10p.60^|20. 
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ITALIAN  FINANCES  FROM  1880  TO  1884. 

BT  ALAJTSOV  BI0XI.OW  HOir0HTOV. 

n. 

o.  FBOK  1866  TO  1880. 

Wx  haye  now  traced  the  financial  hiftoiy  of  Italy  down  to 
the  time  when  affain  readied  a  culmination  in  soBpenmon. 
For  the  rest,  it  remains  for  ob  briefly  to  consider  first  the 
coarse  of  events  until  1880,  and  then  the  measures  taken  in 
1881-88  to  secure  resumption. 

The  one  political  event  during  the  period  1866-80  which 
concerns  us  is  the  occupation  of  Rome  in  1870.  From  this 
time  on  there  was  an  end  to  the  great  political  questions  that 
had  so  long  been  prominent  in  Italian  life.  For  fifty  years 
the  radical  parties*  had  been  striving  to  make  Rome  the  capi- 
tal of  a  new  Italy.  The  Franco-German  war  gave  the  long- 
coveted  chance.  France  had  too  much  on  her  hands  to 
interfere.  And  scarcely  had  the  red  breedies  of  the  French 
troops  been  seen  mardiing  out  of  Rome,  when  the  Italian 
troops  came  mardiing  in.  Rome  was  annexed  to  the  kingdom 
and  became  its  cq>ital,  and  the  Roman  debt  t  was  assumed 
and  consolidated  by  the  State. 

The  legal  limit  of  the  paper  circulation  t  before  the  suspen- 
sion had  been  merely  the  provision  that  the  National  Bank, 
the  Nati<mal  Bank  of  Tuscany,  and  the  Tuscan  Bank  of  Credit 
could  issue  p^>er  to  three  times  the  amount  of  their  specie 
reserves,  the  Bank  of  Naples  and  the  Bank  of  Sicily  issuing 
only  certificates  of  deposit.     After  the  suspension,  the  two 
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Utter  were  permitted  to  iasae  to  twice  the  amomit  of  their 
specie  reserves ;  and  in  October,  1886,  the  right  of  a  triple 
cironlation  was  extended  to  the  Bank  of  Naples. 

By  the  decree  of  Maj  1,  1866,  a  forced  drcolation  was 
giyen  the  notes  of  the  National  Bank  in  all  the  kingdom,  and 
to  the  notes  of  the  Bank  of  Naples  and  of  the  Bank  of  Sicily 
in  the  Neapolitan  provinces  and  in  Sicily  respectiYely,  and 
later  in  the  month  to  the  notes  of  the  two  Tuscan  banks 
within  the  Tuscan  provinces.  These  banks,  excepting  the 
National  Bank,  were  required  to  set  apart  at  once  and  retain 
as  an  inalienable  reserve  at  least  two-thirds  of  their  specie,  and 
the  National  Bank  was  directed  to  famish  them  gratoitoosly 
with  its  notes  to  an  equal  amount.  A  distinction  was  made, 
therefore,  in  that,  while  the  notes  of  the  National  Bank  had 
a  circulation  throughout  all  Italy,  the  notes  of  the  other  banks 
could  circulate  only  within  certain  defined  limits  of  territory. 
The  National  Bank  was  instructed  to  advance  to  the  State,  on 
deposit  of  securities,  its  notes  to  the  amount  of  250  miL  These 
notes  were  not  to  count  as  part  of  the  bank's  authorized  cir- 
culation: they  formed  a  separate  debt,  and  became  the  first 
instalment  of  what  later  grew  to  be  the  very  considerable 
amount  of  the  government  paper  currency.  Obviously,  the 
notes  of  the  National  Bank  played  an  important  part  in  these 
transactions;  for,  in  addition  to  their  other  functions  and 
privileges,  they  formed  in  fact  a  State  paper  currency  as 
welL» 

An  effort  was  made  by  the  Gtovemment  to  hold  the  amount 
of  its  paper  indebtedness  at  260  mil. ;  but  the  pressure  became 
too  strong  to  be  resisted,  and  after  1867  the  amount  grew 
steadily  larger.    Scialoja  declared  t  to  the  Committee  of  In- 

•Unfortniutoly,  the  decree  made  no  prorleioii  fit  the  eese  of  »  withdnwal  of 
the  smell  coin,  slnoe  the  forced  oironlatlon  wm  glTon  to  the  i»aper  of  the  denonii- 
nettons  already  in  eziftence,  and  the  smallest  note  Issued  was  for  90  lire.  Nat- 
«rally,  as  soon  as  the  suspension  was  decreed,  all  the  coin  fonatng  the  sobeidiaiT 
eirenlation  instanfly  disappeared.  This  created  at  once  a  great  need.  In  order  to 
tske  the  place  of  the  small  silver  pieces,  many  saTing»4>anlDS,  pawn-shops,  and 
other  institations  of  credit  in  plaoee  wlieie  the  scarcity  made  itself  most  felt,  put 
oat  smaU  notes  eqnal  in  denomination  to  the  metalUo  typee  that  had  disappeared. 
These  notes  receiTed  no  anthorisation  by  law.  Bat  they  were  a  necessity ;  and  by 
Tirtae  of  this  fact  they  multiplied  and  circulated  without  authorimtion.  Fids 
Jamwai  dm  ^9onomi§tt$t  Xarch,  1S78,  p.  4S1. 

t  /iMMsfto,  vol.  iii.  p.  47S,  Sdaloja's  testimony. 
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quiiy  that  he  had  not  intended  to  make  nae  of  the  forced 
enrrenoy  beyond  the  limit  of  the  250  miL  necessary  for  the 
war :  he  beUeyed,  indeed,  that  payments  in  specie  would  be, 
in  whole  or  in  part,  resnmed  in  1867.  In  that  year,  an  effort 
was  made  by  him  to  secure  gold  for  this  purpose ;  but  his 
attempt  was  met  by  complete  failure.  In  the  succeeding  year, 
Sdaloja's  successor,  Ferrara,  tried  the  same  experiment,  and 
with  the  same  result.  After  this  time,  the  problem  of  lifting 
the  eono  /anoso  became  the  one  great  problem*  for  each 
succeeding  minister. 

The  amount  of  p^>er  money  crept  steadily  higher  and 
higher,  until  at  length  it  became  evident  that  the  issue  must  be 
restrained,  and  the  law  t  of  the  SOth  of  April,  1874,  was  passed. 
Down  to  this  time,  the  conditions  under  whidi  the  banks  could 
issue  were  decidedly  lax.  The  only  limit  fixed  to  the  issue  of 
notes  was  that  they  should  bear  a  certain  proportion  to  the 
metallic  reserves,  while  the  amount  of  the  metallic  reserves 
was  left  quite  undetermined,  and  this,  in  the  words  |  of  M. 
Fouriel,  was  ^  not  liberty,  but  license.^  The  law  of  April  80 
is  of  the  very  highest  importance,  in  that  it  was  the  great  pre- 
liminary step  towards  resumption.  By  thb  law  the  issue  of 
notes  was  strictly  confined  to  six  banks  of  emission, —  the  five 
former  banks  of  emission  and  the  Roman  Bank.!  These  six 
banks  were  to  form  a  syndicate,  known  as  the  CatuorsdOy 
whidi  should  furnish  to  the  treasury  notes  not  to  exceed  in 
amount  one  million  of  lire.  The  Oansanio  was  to  make  and 
renew  these  notes  at  its  own  expense,  in  return  for  which  ser- 


•Cf.  SaelM,  V1UM$,  pp.  608-S16;  alM>,  MmmrmPrvpmimpamVJboimomdH 
Onm  #bro<;  KxpotA  det  Mottte  •(  Pirv^  de  Loi  pt*mn\tb  k  la  Stenoe  de  la 
ChMDbn  dat  IMpntte  dn  IS  Norembiw,  IBM,  par  M.  lUcUani,  Mlntetre  dM 
Haaaoet  (at  do  Trttor  kdwkm)  d>  oonoert  aveo  M.  Mloeli,  MIniftre  de  rAgHeol- 
tore,  de  rindiMferle,  at  dn  Ooaiinaroa,  Roma,  IMl,  pp.  15,  IS.  I  haTa  tlironglMMit 
thia  aittcla  raftetad  to  the  Fraacli  tnmriitinn  of  tlila  faport,  aa  batng  man  tfn" 
aially  afallabia  than  tlM  Italian  ortflnal. 

tTboaaportloiiaof  tlila  law  whlefa  were  not  aftarwarda  lapaalad  bythalawof 
AprilT,lin(i>klap.aWof  thlaarttcla),mayba  fooad  l«  tha  Buitatiimo  UJUMais, 
lan,  pp.  MS-HB.  Ct  alao  Dimommmin  dm  Mmmom,  pnMM  aooa  la  dlraotton  da 
lAm  Say,  pp.  8M-»C7 ;  Saeha,  X'iloUa,  pp.  ns-SM;  and  Oncbaral-Olaricnj,  Xai 
JlfMNMat  d§  fHmM§,  pp.  S,  t. 

tMmm§  iHtmtaUammH,  Angnat,  ISM,  p.  mu 

fFormariy  tha  Bank  of  tha  Pontlfloal  Staiaa. 
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▼ioe  the  State  agreed  to  pay  on  them  a  small  ammal  tax  of  iV 
of  one  per  oent.  for  the  first  foor  years,  and  of  ^  of  one  per 
cent,  afterwards.  The  notes  were  to  have  a  forced  droolationy 
as  by  the  decree  of  the  first  of  May,  1886,  and  the  banks 
jointly  were  to  be  responsible  for  them,  the  goTemm^it  on 
its  part  seooring  the  banks  by  a  deposit  of  tUres  of  the  pub- 
lic debt.  These  notes  were  to  replace  the  notes  which  the 
State  had  previonsly  received;  and  the  separation  of  the  State 
paper  from  the  notes  of  the  National  Bank  was  thus  made 
complete.  Farther,  the  notes  issued  by  the  banks  oa  their 
own  account  were  to  continue  to  be  a  legal  tender  as  before 
for  two  years  more, — this  duration  of  time  was  afterwards 
agam  and  again  extended, — but  they  were  to  be  redeemable 
either  in  specie  or  in  Ccmarzio  notes.  The  mi^yimiifn  ol  the 
note  circulation  was  put  at  three  times  the  paid  up  capital, 
estimated  for  each  bank  from  its  amount  *  on  December  81, 
1878 ;  but  at  least  one-third  of  the  notes  in  circulation  must  be 
secured  by  metallic  money,  and  the  remainder  by  discounts 
and  advances  on  Htre$.  TYnB  served  to  fix  the  total  note  issue 
at  a  maTJmum  of  766  mil.  Special  provision,  however,  was 
made  by  which  the  State  in  times  of  commercial  distress  or  of 
extraordinary  need  could  raise  this  Umit ;  but  the  total  amount 
of  the  supplementary  notes  could  never  exceed  ^  of  the  cap- 
ital, and  the  time  during  which  they  might  remain  in  circula- 
tion could  not  exceed  three  months.  The  law  was  v^ry 
ingenious.  Besides  separating  the  notes  issued  for  the  State 
from  the  notes  of  the  National  Bank,  it  put  the  paper  circula- 
tion within  Umits,  which,  while  checking  any  abuse  the  banks 
might  make  of  their  power  of  private  issue,  were  at  the  same 
time  not  iron-bound.  And,  by  fordng  the  banks  to  redeem 
their  notes  either  in  specie  or  in  notes  of  the  Cbn^orarfo,  it 
kept  the  private  issue  of  notes  on  a  par  with  those  issued  for 
the  Oovemment.  In  reality,  the  notes  of  the  Consorzio  alone 
now  had  a  forced  circulation,  the  notes  of  the  separate  banks 
being  redeemable  either  in  specie  or  in  C<mBarzio  notes,  and 
so  having  a  legal  circulation  only. 

SteoMfMoo  noMamo,  1818,  Firte  IL,  pp.  US-lSl. 
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The  growth  of  the  paper  ciroulatioii  during  the  period  now 
onder  consideration  is  exhibited  in  the  following  table,*  the 
amount  of  both  government  and  bank  notes  being  shown :  — 


aD6e.,iia6  m.  ms.9 

urn  980.  487.«  T91M 

IMS  S7S.  868wl  MLl 

IMS  178.  i7t.7  Ma.7 

imt  416.  407.4  0IS.4 

isn  c».  ms  1,906.6 

ISIS  740.  0».4  1,86S.4 

ISIS  790.  9HJB  13M>3 

1014  880.  688J  1,01SJ 

ISIS  SIS.  SUJ  1,661^ 

ISTO  SIS.  646.0  IjmA 

Un  SIS.  SK.6  1,66SJ 

ISIS  S40.  S7S.8  1,611.0 

ISIS  S40.  782.4  1,SIS^ 

808«pl.,1000  SiO.  7SU  1,601S 

These  figures  disclose  at  once  the  effort  made  by  the  State 
to  keep  down  its  borrowing  until  1870.  From  1870-76  there 
is  a  sharp  increase ;  and,  from  1876  on,  the  amount  stood  at 
940  mil.  The  circulation  of  the  banks,  on  the  other  hand, 
following  more  closely  the  natural  demand,  shows  a  steady 
growth  during  1867-69,  although  this  increase  is  by  no  means 
as  nq>id  as  that  of  the  State  notes  from  1870-76. 

Two  points  are  to  be  noticed  in  connection  with  the  paper 
currency^ —  the  premium  on  gold,  and  the  course  of  the  rente 
at  home  and  abroad. 

The  premium  on  gold  was  a  heavy  burden  for  Italy.  Ac- 
cording to  Magliani,  Minister  of  Finance  after  1876,  Italy  paid 
a  disoountyt  owing  to  the  depreciation  of  her  paper  money,  on 
exports  and  imports  of  10  per  cent. ;  and  this  discount  went 
up,  at  times,  even  to  16  and  17  per  cent.  Even  as  late  as 
1879,  when  the  possibility  of  a  speedy  resumption  of  specie 
payments  became  strong  enough  to  be  felt  in  the  markets, 
there  is  no  sign  of  a  fidling  premium  on  gold.  As  time  goes 
on,  however,  between  the  maximum  and  minimum  rates  t  there 
is  less  difference,  and  the  fluctuations  are  not  so  great:  — 

V^^a.  .J^^a^^M  l#^...l—  t^mi^  ^ Am^t^^t^  Vm  ■  1^  MM^^^ 

M^wr»  ^Bvwpv.        jwim.        jsnniti.  xcmv.         Awv«pv.       jmxviw.      ^n^wis. 

llUy,1886  7J1  SOJO  IJS  1  Hay,  1074  ISJS  16 JO  OJO 

1007  7.Sr  10.40  4J7  1070  OJT  lOJO  0.10 

1000  0.08  10.10  &J0  1SI6  0.47  0.60  7J0 

1000  SJ4            6.78  S.OS  1077  OJO  10.75  746 

1010  4J0  ISJO  1.78  107S  0.48  U.OO  7J0 

ISn  6JS            7J0  SJO  1070  U.10  14J0  tM 

ISIS  %M  MJO  6.70  SOSeFt^lOOO  10.08  ISJO  0.7S 

ISIS  14J1  17  JO  


•Jf«iiiriMi*ro!pM4«f,pp.lS,00.  tiMcl.,p.  14.  |/MiL,p.4. 
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The  oredit  of  the  State,  on  the  whole,  beginnixig  with  1868, 
•teadily  rose.  We  may  see  this  by  examining  the  price  of  the 
Italian  6  p^r  cent,  consolidated  *  in  Italy  and  in  Paris,  taking 
the  average  rate  year  by  jrear,  remembering  that  the  Italian 
price  is  in  paper  and  the  Frendi  price  in  gold :  — 

r«ir.  itaiy.         Pmi$, 

00.7*11808  ffJI  88.40 

1888  tmM  04.08 


Fmt. 

iloly. 

PaHi. 

Old.  7^1818 

18.18 

88.08 

1874 

18.08 

0B.S4 

1870 

nui 

1L81 

1878 

15.40 

n.80 

18n 

18.08 

71.48 

1818 

18.18 

18.91 

1878 

88.80 

18.98 

root,  1888 

80.80 

84.41 

1888  00.98  01.08 

1888  01.19  00.49 

18?8  07.18  04J8 

1871  89J8  8IL84 

1879  18J9  88J8 

In  the  years  coyered  by  this  table,  a  great  change  had  come 
oyer  the  holding  t  of  the  Italian  fonds.  In  1866,  for  instance, 
88.8  per  cent,  of  the  consolidated  6  and  8  per  cents.,  or  78  mil., 
were  held  by  foreign  creditors ;  in  1876,  only  17  per  cent.,  or 
62  mil.,  were  in  foreign  hands ;  and  in  1879  only  19  per  cent., 
or  68  mil.,  were  held  abroad.  But,  besides  this,  it  will  be 
noticed  that  after  1874  the  6  per  cents,  were  higher  in  the 
French  market  than  in  1866;  and  after  1876  the  general 
npward  movement  becomes  strong  and  firm. 

It  is  evident  that  so  long  as  the  expenses  exceeded  the 
receipts,  so  long  as  continual  recourse  must  be  had  to  borrow- 
ing at  home  or  abroad,  so  long  the  State  could  not  permanently 
get  rid  of  the  forced  currency.  **The  essential  condition," 
declared  Magliani,!  ^  for  putting  an  end  to  the  cor$o  farzo^o^ 
is  that  the  budget  should  not  only  be  in  equilibrium,  but  show 
an  excess  of  receipts."  This  equilibrium  was  not  established 
until  1876.  After  that  date,  the  receipts  exceeded  the  expen- 
ditures, and  definite  steps  could  be  taken  towards  resumption. 

The  budget  §  history  from  1866  to  1880  falls  naturally  into 
three  periods, —  the  first  extending  from  1866  to  1870,  the 
second  from  1871  to  1874,  and  the  third  from  1876  to  1879. 
We  may  say  a  word  concerning  each :  — 

JiMtf^lCt.  JRstfMMdflllWf.  DtlfifMB* 
(a)                1888                           811.1                        1,8884  121.0 

1867  UAA  988.8  914.1 

1888  188.8  1,014.4  940.8 

1808  870.T  l/nSJ  14BJ 

1870  8B8L4  1,088.1  8143 

•  Jf«fur0i /yoiMitei,  p.  17.  t8Mli8,£^ilali«,  1^.488, 487. 

XMummPrapoUu,^.\%,  fJiMMfoKo,  1884,  pp.  1000-68. 
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The  firat  period  was  yery  gloomy,  and  during  it  Italy  aank 
to  perhaps  the  lowest  level  she  was  forced  to  tonoh.  In  these 
five  years  the  aggregate  deficit  amounted  to  1,550  miL  JRenU 
averaged  55.46  at  home  and  52.96  in  Paris,  frequently  falling 
to  45  and  even  lower;  and  such  a  price  of  oourse  made  an 
appeal  to  public  credit  imposnble.  Accordingly,  the  measures 
to  combat  the  deficits  fell  directly  on  the  people,  and  were 
necessarily  severe.  The  most  rigid  economy  was  observed ; 
every  expense  not  absolutely  necessary  was  refused;  and  a 
watdiful  saving  was  carried  into  even  the  min/uHcB  of  every 
department.  While  the  outgo  was  thus  held  nearly  at  a  mini- 
mum, the  income  was  increased  regularly  from  year  to  year. 
Various  means  were  employed  to  this  end.  The  State  paper 
money  went  up  in  amount  from  250  miL  in  1866  to  445  miL  in 
1870.  The  suppression  of  the  religious  corporations  and  the 
liquidation  of  the  ecclesiastioal  estates  furnished  a  steady, 
though  not  over-large,  income.  But  the  real  stress  fell  on  the 
taxes,  which,  especially  those  on  consumption,  were  either 
raised  or  extended  in  a  very  great  degree.  Some  of  the  prin- 
cipal tax-yields*  were,  in  miL  of  lire :  — 


».oe 

18^ 

4.n 

StkSl 

0t.lt 

t4JI 

27  JS 

SB.46 

4J» 

nM 

tt.17 

71^ 

8S.46 

SI.61 

AM 

M.87 

TUT 

rtn 

M.72 

3T.oe 

ft.n 

9S.75 

n^ 

79.11 

S14B 

VM 

SJt 

MJt 

mot 

72J7 

J  I   I  I  I  I  I  I  I   I 

Ittt  8t.lt  StJt  11.42 

ltt7  40.78  74.87  18.72 

18tt  40.40  8.22  12J7 

1808  48.82  81.25  24.06     18J8 

1870  44.84  04Jt  80.10     17.80 

In  the  face  of  the  pressing  needs,  the  grist-tax,  by  ixt  the 
most  unpopular  tax  that  could  be  laid,  was  decreed  in  1868 ; 
and,  although  its  product  fell  far  short  of  what  was  expected, 
yet  the  24  mil.  in  1869,  and  the  80  miL  it  yielded  in  1870, 
could  not  be  spared  by  the  State.  All  in  all,  the  total  tax-yield 
increased  from  687  mil.  in  1865  to  801  mO.  in  1870. 
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The  leoond  period  makes  a  strong  movmnait  for  the  better. 
These  were  the  years  of  great  speoulatioii, — a  speculation 
which,  in  spite  of  its  excess,  seemed  to  breathe  the  breath 
of  life  into  Italian  credit  and  industry.  The  banks,  for  in- 
stance, carried  up  their  loans  from  464  miL  in  1870  to  846  mil. 
in  1874.*  The  aggregate  deficit  for  four  years  was  only  260 
mil.,^less  than  the  deficit  of  any  single  jrear  from  1860-66. 
Here,  as  before,  one  will  notice  that  the  expenditures,  except- 
ing the  panic  jrear  1878,  rise  bat  slightly,  while  the  receipts 
increase  steadily  and  nq>idly.  Some  of  the  principal  tax- 
yields  again  were,  in  miL  of  lire :  — 
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M.07  47J6  »M  8.90  1UJ6  T84W  87J8 
tt.16  4B.lt  UM  tM  118.81  ISA  88.71 
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These  figures,  howeyer,  do  not  tell  the  whole  truth.  The 
circulation  of  the  Stete  paper  went  up  in  amount  from  446 
mil.  at  the  end  of  1870  to  880  mil.  at  the  end  of  1874,— in 
other  words,  almost  doubled;  and  this  increase  of  435  mil. 
was  of  course  only  a  disguised  loan.  An  open  appeal  to  the 
public  credit,  as  a  glance  at  the  course  of  the  rente  shows, 
was  quite  out  of  the  question.  Still,  this  surreptitions  borrow- 
ing was  very  objectionable,  for  it  was  subject  to  the  ruinous 
discount  of  a  depreciated  paper  currency. 

(0)       1876 
1878 

isn 

1878 
1879 

The  third  period  marks  the  change  from  a  deficit  to  a  sur- 
plus. These  fiye  years  show  an  aggregate  surplus  of  114  miL ; 
and,  although  the  expenditures  now  began  to  force  themselves 
up  year  by  year,  the  receipts  show  a  steady  increase,  whidi 
more  than  counterbalanced  this  growth.  The  credit  of  the 
State  showed  a  marked    improvement.     RenUj  which  had 
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stood  for  the  year  1874  at  aboat  65  in  Paris  and  at  70  in  Italy, 
rose  in  1879  to  79  in  Paris  and  to  85.60  in  Italy.  Consider- 
aUe  improvements  were  entered  npon.  The  need  of  more 
and  better  organized  railways  in  particnlar  was  severely  felt, 
for  the  old  lines,  utterly  insufficient  in  themselves,  had  been 
laid  down  with  an  eye  mainly  to  provincial  needs,  and  were 
generally  unfitted  for  national  purposes.  The  State  had  been 
active  since  1870  in  building,  but  a  still  further  scheme  of 
eonstruction  was  now  entered  upon.  In  1876,  the  Left  finally 
secured  a  sweeping  majority  in  the  Chamber;  and  after  thb 
we  hear  no  more  of  ministerial  weakness  in  the  treatment 
of  the  finances  because  of  insufficient  or  doubtful  support. 
The  Left  came  into  power  with  free  hands,  and  set  itself 
earnestly  to  solve  the  two  great  problems, — the  abolition  of 
the  grist-taz  and  the  redemption  of  the  forced  currency. 
The  latter  was  at  this  time  impossible.  Italy  was  not  yet  in 
a  position  to  deal  with  so  great  a  financial  question  a^  the 
transformation  of  the  currency,  and  there  was  nothing  but 
to  wait  and  let  affairs  take  their  course.  The  task  of  doing 
away  with  the  grist4ax,  however,  was  entered  upon  in  earnest ; 
and  the  end  of  the  period  marks  the  first  step  towards  the 
lifting  of  this  most  obnoxious  burden.  The  leading  tax-yields 
were,  in  miL  of  lire :  — 
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Looldng  at  the  years  1866-79  as  a  whole,  we  see  that,  with 
the  exception  of  the  year  1878,  the  expenditures  do  not  reach 
1,100  miL  until  1876,  and  that  in  1879  they  are  only  1,186 
mil,  as  against  928  miL  in  1867.  The  receipts  increased  each 
year,  1870  excepted;  and  from  1867  to  1879  they  show  a  rise 
from  714  mil.  to  1,228  miL 

A  more  detailed  examination  of  the  budget  is  for  our  pur- 
pose unnecessary.    The  one  fact  of  importance  is  that  the 
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equilibriom  wm  established  and  maintained,  and  this  die  fig- 
ores  above  given  abundantly  demonstrate.  But  we  will  pause 
for  a  word  of  explanation  oonoeming  two  features  espedaDj 
prominent  in  these  years,— the  treatment  of  the  diorch 
estates,  and  the  grist-tax,  already  mentioned. 

Concerning  the  former,  there  is  little  to  say,  for  its  im- 
portance is  rather  political  and  social  than  financiaL  In 
1862,  as  we  have  seen,  a  law*  was  passed  by  which  all  those 
church  estates  that  had  passed  to  the  public  domain  by  virtue 
of  earlier  laws  were  to  be  sold.  At  this  time,  the  State  stiU 
recognised  those  religious  corporations  and  orders  which  had 
for  their  aim  either  education  or  the  care  of  the  sioL  This 
recognition  was  now  taken  away.  By  the  lawf  of  the  7th 
of  July,  1866,  all  religious  corporations  and  orders  I  were 
suppressed.  Their  patrimonies  passed  to  the  State;  and,  in 
return,  an  amount  of  renUy  equal  to  their  annual  revenue  less 
the  tax  on  mortmain  and  6  per  cent,  for  administration,  was 
set  apart  in  the  form  of  a  Fund  for  Worship,  out  of  the 
income  of  whidi  were  to  be  paid  pensions  to  the  members  of 
the  suppressed  orders,  and  the  budget  expenses  for  Catholic 
worship.  This  law  reduced  all  monks  and  nuns  to  the  condi- 
tion of  ordinary  citisenship.  In  the  following  year,  by  the 
law  S  of  the  15di  of  August,  1867,  the  suppression  was  carried 
still  further,  and  the  liquidation  of  the  church  estates  entered 
upon  in  extenso.  The  State  now  refused  to  recognize  any 
institutions — abbeys,  priories,  chapters,  or  the  like — which, 
under  any  title  or  name,  were  generally  qualified  for  the 
purpose  of  worship.  All  die  church  estates,  whether  they  had 
fallen  under  previous  laws  or  not,  were  to  be  subject  to  an 
extraordinary  tax  of  600  mil., —  an  amount  equal  to  one-third 
of  their  estimated  value, — which  was  to  be  levied  in  part  on 

•AnmoHMSitMtUea,  Seria  Sa,  toL  tr.  1879.  Kotisla,  Storiche,  •  Statistfete 
ml  RjtordlnMnanto  deU'  Asm  Boclealasttoe  nel  Begno  d'  ItalU,  pp.  16-M.  Cf .  also 
JDsggs  mOr  Amm^mMroaiom  da  PtUrimanio  dtUo  SUOo,  •  mOia  CemtaibUUA  04- 
mraU,  aimototo  dan*  aTTOoato  A.  d«  Catlo.   Torino,  188a.   (See  index.) 

t/Md.,p.44«CfS«. 

tHalv,  Frm&nt  and  JMurs,  A.  Galegna,  London,  188r,  toL  L  p.  »:  •^In 
1866, ...  the  Italian  Kingdom  stiU  harbored  within  its  boundaries  9,882  reUg;ioos 
hoosesr-lfSOG  for  men,  876  for  women,— with  98,901  inmafese,  IMOT  monks  and 
14,184  nans." 

f  JmmM  cN  SioMsMea,  p.  08  ««  Mff. 


Digitized  by 


Google 


APPENDIX  888 

ih«  rmi$  set  apart  for  th«  Fond  for  Worship,  and,  for  the 
rMt,  on  the  ralne  of  the  estates  themselTes.  This  meant, 
practically,  the  confiscation  by  the  State  of  one-third  of  the 
Talne  of  the  dinrch  estates.  For  the  remaining  two-thirds, 
the  State  made  over  in  favor  of  the  owners  an  amount  of  reni$ 
equal  to  their  annual  income,  under  the  same  deductions  as 
before ;  and  the  property  fell  to  the  government.  Somewhat 
elaborate  arrangements  were  made  to  facilitate  the  sale  of  the 
estates,  but  in  spite  of  all  efforts  this  necessarily  proceeded 
slowly. 

These  laws  form  the  gist  of  all  the  legislation  in  regard  to 
the  church  estates.  By  their  application,  the  government 
managed  to  squeeze  a  considerable  sum  of  money*  out  of  the 
Church.  From  the  law  of  August  15,  1867,  a  sum  of  679.4 
miL  was  secured ;  from  the  law  of  August  10, 1862,  for  Sicfly, 
117.4  mil. ;  and  from  other  laws,  76.4  mil. :  in  all,  a  nominal 
sum  of  778.2  miL  was  obtained.  In  fact,  the  yield  was  con- 
siderably less  than  this;  for  numerous  deductions  from  the 
selling  prices  had  to  be  made,  so  that  on  the  whole,  the  re- 
sults were  not  of  great  importance.f  The  buildings,  which 
answered  well  for  convents  and  monasteries,  were  of  little  use 
for  anything  else:  neither  as  schools  nor  as  barracks  nor  as 
hospitals  were  they  of  mudi  service.  This  is  no  place  to  enter 
into  a  discussion  as  to  the  ethics  of  the  conversion  of  the 
church  estates.  The  State  needed  money,  and  the  conversion 
of  the  estates  to  its  use  undoubtedly  afforded  valuable  aid. 
But,  whatever  the  means  by  which  tlie  Church  had  acquired 
this  property  or  whatever  Uie  influence  of  the  Church  itself, 
it  can  hardly  be  denied  that  the  story  of  the  treatment  of 
the  a$$e  ecdeiiasHoa  is  a  somewhat  shameful  one  for  Italy.l 

The  grist-tax  (macinato)  was  first  laid  in  1868.  For  several 
years,  successive  ministers  had  been  asking  for  it, —  Sella  in 
1866,  Ferrara  in  1867 ;  but  it  was  felt  on  every  hand  to  be  so 
objectionable  because  of  its  intense  unpopularity,  touching,  as 
it  did,  the  very  bread  that  went  into  people's  mouths,  that 
the  Chamber  would  not  grant  it.  Still,  every  one  believed 
that  it  would  yield  a  large  income ;  and  gradually  this  came  to 

t  OMiMtal-OfatflgBy,  X«  JlMMMi  <•  r JloJIf,  pp.  4,  Iw 
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be  the  deoisiye  point.  The  oppodtion  to  it  weakened  in  the 
face  of  the  steady  defioitB  and  the  depreciation  of  the  renie^  and 
finally,  by  a  law  of  the  seyenth  of  Joly,  1868,  the  Chamber 
consented  to  its  imposition.  A  charge  of  2  lire  per  qointal 
was  laid  on  wheat,  of  1  lirs  on  maize  and  rye,  of  1.20  lire 
on  oats,  and  of  ^  lira  on  other  cereals.  The  mills  were  di- 
vided into  four  classes,  according  to  the  amonnt  of  produc- 
tion ;  and  every  miller  paid  a  tax  regulated,  under  conditions, 
by  the  nomber  of  tarns  of  the  mill-stone,  to  which  a  mechan- 
ical counter  was  affixed.  The  yield  of  the  tax  proved,  how- 
ever, a  g^reat  disappointment.  Instead  of  the  80  or  90  miL 
anticipated,  the  tax  produced  in  1869  only  24  miL  and  in  1870 
but  80  mil.;  and  not  until  1876  did  the  yield  equal  the 
estimated  amount.  On  June  16,  1874,  a  further  law  was 
passed,  by  which  certain  reforms  were  introduced  to  bring 
about  a  greater  exactness  in  measuring  the  production,  and 
the  tariff  itself  was  somewhat  altered.  The  tax  on  wheat  was 
left  at  2  lire  per  quintal;  but  that  on  the  inferior  cereals — 
oats,  maize,  rye,  and  barley  alike — was  put  at  1  lira  per 
quintal.  After  1876,  when  die  Left  obtained  their  majority  in 
the  Chamber,  vigorous  efforts  were  directed  towards  abolishing 
the  tax.  The  Sicilian  deputies  made  the  question  a  direct 
issue  with  the  government.  The  Neapolitan  provinces,  which 
had  paid  but  6  fr.  per  head  of  taxation  under  the  Bourbons, 
and  had  had  their  taxes  more  than  sextupled  under  the  new 
kingdom,  put  the  grist-tax  among  their  greatest  grievances. 
At  length,  on  the  seventh  of  July,  1878,  the  Chamber  decreed 
that  the  abolition  of  the  tax  should  begin  on  the  first  of  July, 
1879.  The  tariff  on  com  was  lowered  one-fourth  (from  2  lire 
to  1^  lire),  and  the  tax  on  inferior  cereals  was  entirely  done 
away;  and  the  date  for  the  total  cessation  of  the  tax  was 
fixed  for  the  first  of  January,  1888.  The  Senate,  however, 
demurred.  A  strong  feeling  was  shown  against  throwing 
away  80  mil.,  without  any  assurance  of  an  equal  revenue  in  its 
place;  but,  after  some  debate,  the  abolition  of  the  tax  on 
inferior  cereals  was  acquiesced  in,  while  the  project  for  low- 
ering the  tax  on  wheat  was  refused,  and  the  restriction  of 
time  within  which  the  tax  must  cease  entirely  was  removed. 
The  upshot  was  that  the  tax  on  wheat  was  left  unaltered,  and 
that  on  inferior  cereals  repealed.    This  was  a  change  almost 
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for  the  worse  instead  of  the  better,  for  it  was  mngnlarly  unfair. 
Yenetia,  for  instance,  consumed  2.07  quintab  per  head  of 
inferior  cereals  and  only  0.58  quintab  of  wheat,  while  Sicily 
consumed  1.78  quintals  per  head  of  wheat  and  only  0.02  quin- 
tals of  inferior  cereab.  The  subject  was  immediately  taken 
up  again.  The  Minister  of  Finance,  Magliani,  showed  that, 
owing  to  the  fact  that  the  budgets  now  yielded  a  normal  sur- 
plus, by  means  of  further  taxation — notably  on  tobacco,  sugar^ 
coffee,  and  spirits^-the  repeal  of  the  tax  was  both  possible  and 
desirable.  And  by  a  law*  promulgated  on  the  nineteenth  of 
July,  1880,  it  was  finally  dea*eed  that  on  the  first  of  September, 
1880,  the  tax  on  wheat  diould  be  reduced  to  1.60  lire  per  quintal, 
and  after  the  first  of  January,  1884,  should  entirely  cease. 

The  general  economic  condition  of  Italy  in  the  years  1866-80 
showed  a  steady  gain.  Credit  was  expanding,  industry  was 
rapidly  developing,  and  eyen  while  the  State  finances  were 
in  their  worst  confusion  there  seems  to  have  been  a  strong 
growth  of  production,  and  in  trade  of  every  kind. 

In  her  special  commerce,  as  we  have  seen,  Italy  exported  in 
1866  to  the  value  of  658  mil.,  and  imported  to  the  value  of 
965  mil.  In  1879,  the  exports  had  g^rown  to  1,101  mil.,  and 
the  imports  to  1,262  mil.  There  was  still  a  balance  of  trade 
against  Italy,  but  the  relation  of  exports  and  imports  had 
greatly  changed.  The  value  of  the  exports  in  1865  was  only 
56  per  cent,  that  of  the  imports;  in  1879,  it  was  87  per  cent. 
The  exports  had  nearly  doubled  in  value,  making  a  gain  of 
97  per  cent.,  while  the  imports  had  gained  but  80  per  cent. 
We  may  compare  this  result  with  the  fact  that  from  1867  to 
1879  the  foreign  trade  of  France  increased  only  82  per  cent, 
and  that  of  England  20  per  cent.  The  results  of  the  spedal 
commerce  t  were,  in  millions  of  lire :— - 
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We  may  pnt  this  in  another  way.*  In  1868,  the  amount  per 
head  (reckoned  in  gold)  of  imports  was  85.62  lire;  in  1874, 
41.64  Ure;  and,  in  1879,  40.22  lire.  The  amount  per  head  of 
exports  was:  in  1866,  25.20  lire;  in  1874,  82.18  lire;  and,  in 
1879,  86.06  lire.  Or  the  average  per  head  of  imports  in  the 
years  1865-67  was  86.97  lire,  and  in  1878-80  was  87.71 
lire;  while  the  average  of  exports  was  in  the  former  period 
26.74  lire,  and  in  the  latter  84.69  lire. 

In  mannfactares,t  if  we  consider  how  backward  was  Italy's 
oondition,  the  growth  was  strong  and  noticeably  steady.  Hie 
silk  industry  has  always  been  one  of  her  most  important 
porsuits.  IVom  1860-65,  the  silk  industry  was  so  miserably 
depressed  that  reyiyal  seemed  almost  hopeless.  A  start  was 
made,  however;  and,  b^^ning  with  1870,  the  progress  was 
rapid.  In  1880,  there  were  more  than  two  million  spindles 
at  work;  and  it  is  estimated  that  from  1870-80  Italy  more  than 
doubled  her  workers.|  The  competition  of  Asiatic  silks,  too, 
had  pushed  the  spinning  and  weaving  to  great  perfection. 
Cotton  spinning  had  likewise  made  a  great  advance.  In  1865, 
the  industry  was  almost  at  a  standstill.  There  were  scarcely 
80,000  spindles  at  work,  and  these  in  a  poor  condition ;  and 
but  one  print  factory  was  in  existence.  In  1880,  over  a  million 
good  spindles  were  at  work,  together  with  70,000  hand-looms 
and  15,000  power  looms,  and  the  number  of  print  factories 
had  increased  to  four.  The  importation  of  cotton  jkm  fell 
in  the  three  years  1877-79  from  186,000  quintals  to  66,000 
quintals.  In  the  construction  of  machines  and  of  apparatus 
of  all  sorts,  there  were  employed  in  1872  about  26  mil. 
lire  and  12,000  men;  but  in  1880  these  figures  had  risen 
to  86  mil.  lire,  and  more  than  15,000  workmen.  Indeed,  there 
was  scarcely  a  branch  of  industry  to  be  found — excepting, 
perhaps,  the  wool  industry — that  did    not  show  a  similar 

•JMPaHammUaH,lS61,v.9Ml.   Speech  by  Lnnati. 

tVlde  Mentrm  Proptm^m,  pp.  47-01;  La  atatUtUM  M  Ateun§  Indm$tHiB 
JtaHcme,  estratto  daU'  jinhiMo  di  StatUticih  Anno  rv.,  Rome,  1879,  vide  index; 
Jmrnario  StaUtHeo  ItaUano,  18TB,  p.  120  ei  $eq, ;  Soffffio  9ul  Oommerelo  Ettemo, 
terreetre  e  marittimo,  del  Begno  d*  Italia  negU  anni  1888-68,  Firenae,  1866,  pp. 
881-287;  Saoht,  riUMe,  pp.  808-897,  etc.,  elo. 

tJamnal  dm  M§onom4§U$f  March,  1884,  p.  878.  The  number  inereaeed  from 
14,000  to  88,000. 
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adyanoe.  The  mott  diyerae  branohea  bore  witness  to  this. 
Paper-makmg  had  grown  so  that  80,000  qmntals  were  ex- 
ported yearly;  sugar-refining,  thon^  a  new  industry,  prom- 
ised to  supply  the  needs  of  the  country  soon ;  and  the  distil- 
lation of  spirits  already  proTided  for  two-thirds  the  home 
oonsumption. 

It  is  to  agriculture,*  however,  that  we  must  look  to  see  the 
most  unequiyocal  signs  of  progress  in  Italy.  In  spite  of  a  rapid 
increase  of  population,t  Italy  was  able  to  import  119,000  tons 
of  cereals  less  between  1876-79  than  between  1861-66.  This 
was  due  in  part  to  the  great  improyement  of  agriculture, 
especially  in  the  north,  but  in  part  also  to  the  fact  that  a 
great  mass  of  unproductiye  lands  which  had  been  lying  idle 
had  become  productiye,  owing  to  the  policy  of  the  goyemment 
of  granting  the  land  to  those  who  were  able  to  cultivate  it. 
The  exportation  of  cattle  had  largely  increased.  In  the  period 
1860-66,  the  exports  exceeded  the  imports  on  the  average  by 
2  mil.  lire ;  whUe,  during  1876-79,  this  average  excess  was  48 
miL  lire.  The  export  of  meat  and  poultry  rose  from  4,481 
quintals  yearly  in  1860-66  to  66,624  quintals  in  1876-79 ;  and 
that  of  eggs  from  19,814  quintals  to  281,867.  The  average 
export  of  hemp  in  1860-66  was  186,000  quintals;  in  1876-79, 
it  rose  to  846,000  quintals.  The  export  of  garden  products 
rose  from  a  bare  14,000  quintals  per  year  during  1860-64  to 
99,861  quintals  during  1876-79 ;  and,  in  the  first  nine  months 
of  1880,  it  reached  148,911  quintals.  In  South  Italy,  not 
only  the  quantity  rose,  but  also  the  quality,  of  the  two  great 
products,  oil  and  wine.  The  average  export  of  oil  from 
1860-64  did  not  reach  841,000  quintals;  from  1876-79,  the 
export  reached  748,000  quintals.  From  1860-66,  the  importa- 
tion  of  wine  about  equalled  the  export,  the  imports  averag- 
ing 260,000  hectolitres,  and  the  exports  298,000.  In  1879,  the 
import  did  not  reach  80,000  hectolitres,  and  the  export 
amounted  to  1,068,000.  The  export  of  fruit  from  1860-64 
averaged  870,000  quintals,  and  fmn  1876-79  it  reached  974,000 
quintals.  Fruit  culture  occupied  four  <w  five  times  as  much 
ground  as  twenty  years  before,  and  such  land  had  risen  en<w- 


•  pp.  44^;  Badii,  £PJIall0»  pp.  1 
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mously  in  value.     Araimd  Sorrento,  the  price  was  aboat 
24^000  lire  per  hectare. 

This  progreae  receiyee  a  striking  yerification  in  many  ways. 
For  instance,  the  sayings  of  the  country  quadrupled  in  fifteen 
yean.  Such  a  rise,  maryellons  in  itseli,  is  still  more  maryel- 
loas  when  we  reflect  how  busy  daring  a  part  of  this  period 
indnsbrial  life  had  been,  and  how  great  the  demand  for  invest- 
ment, and  the  amount  put  into  fixed  ciq>itaL  The  sayings* 
were,  in  millions  of  lire: — 


MOVMC* 

Tmt. 

JtmotmL 

T§mr. 

JmamU.        Tmt. 

Amom 

SM.T 

1871 

itrs 

407.7 
40.4 

1874 
1876 
187S 

mA              187T 

aasj          1878 

B8M              1879 
8984  J1111M888 

100.1 
787.0 
8803 
801.8 

Again,  the  loans  of  the  banks  t.iucreased  with  great  rapidity. 
For  three  of  the  six  banks  of  emission  they  were,  in  millions 
of  lire: — 


T§mr. 

roar. 

AmemL 

roar. 

immm 

Doc  1886 

818.1 

1871 

888.8 

1878 

868.8 

1887 

nM 

18T8 

488.7 

18n 

888J 

1868 

888.8 

1878 

488J 

1878 

80L6 

1880 

808.7 

1874 

440.8 

1870 

477a 

1870 

868J 

1875 

888.8 

Bepl. 

,1880 

401.8 

If  we  put  out  of  account  the  abnormal  development  of  the 
yean  1872-74,  the  growth  becomes  evident,  the  total  amount 
having  doubled  between  1866  and  1880.  In  reality,  the  in- 
crease was  even  greater.  For,  if  we  now  take  resources  of 
the  same  nature,!  furnished  not  only  by  the  ox  great  banks, 
but  also  by  the  ordinary  banks  of  discount  and  deposit,  by  the 
people's  banks,  the  savings-banks,  and  all  other  institutions  of 
credit,  we  find  that  the  amount  doubled  in  ten  yean. 


roar. 

Amtmn 

1810 

484.5 

1871 

086.1 

1878 

821.5 

1878 

868.8 

1874 

818.4 

1875 

816.1 

Tmt. 

Jmamt 

1878 
18n 
1878 
1870 
June,  1880 

880.4 
8SU 
818.7 
860.0 
077d 

•Mmrnrm  J^ropo§im,  p.  05.  Tbe  oaTinso  in  tbo  oaTingolMaika  for  an  earlier 

period  tban  that  we  treat  are  ywj  interesting.  Thaj  are  (JsmmmiHo  StatiaUco 
o,  1878,  Parte  IL,  p.  106)  :— 

rear.   JmoumL               T§t»r,    Jwoiwtf.  Tear.    AmtnmL 

1885       2.7mil.                   1840       18.0miL  1865       04.4iiiiL 

1880       4.8  «                       1845       88.8  •*  1860     157.8  •< 

1885       0.0  •«                       1860       40.0  <•  1065     884.0  •* 

tiMd.,p.08.  t /ML,  p.  08. 
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But  the  final  proof  of  Italy's  progreaa  is  to  be  found  in  the 
better  condition  of  the  laboring  classes.  Wages  generally 
increase  in  a  smaller  degree  and  after  everything  else ;  and  in- 
crease in  them,  therefore,  through  a  series  of  years  is  a  strong 
eridence  of  vigor  and  prosperity.  Wages  increased  steadily 
and  considerably  in  Italy  from  1865  to  1879,  and  this  increase 
was  real;  for  the  price  of  the  various  articles  of  food  and 
clothing  entering  into  the  laborer's  consumption  did  not  in- 
crease with  equal  rapidity.*  Taking  the  year  1862  as  the 
standard,  and  representing  it  by  100,  the  following  figures 
show  the  progression  from  year  to  year:—- 


1S06  lOT^  VBnJft  WtM  Um  11109  1SU6  IMJS 

1806  106JO  lOOJi  lOOM  1074  llOJO  1S0.9O  iaU6 

1007  llCa  111^  lUJO  1075  110.15  14SM  180J0 

1006  lli.TO  118^  1U.S7  1070  115.05  14107  107J5 

1000  USM  114J0  114.05  lOH  llOJO  144J0  VtMt 

Vm  117.15  115.00  117J7  1875  11105  14100  18109 

1071  121J0  18100  18175  1575  11188  18105  18151 

1571  11105  185.07  18185 

Especially  noticeable  and  significant  is  the  rise  of  wages  of 
those  employed  in  textile  industries.  The  year  1879  was  un- 
fortunate, and  wages  suffered  in  consequence;  but,  taking  the 
year  1878  for  comparison,  there  is  an  absolute  gain  of  a  third. 
Curiously,  the  wages  of  these  manufacturing  hands  do  not 
show  the  results  of  the  panic  years  1878-74,  but  increase  as 
steadily  as  before.  This  is  to  be  accounted  for  on  the  ground 
that  the  manufacturing  establishments  t  had  been  g^wing  in 
a  normal  way.  So  great  a  need  for  them  existed  that  any 
growth  was  welcome  and  normaL 


.p.  81 

inUL,  pp,  5M1  Hm  iBlMocltj  of  tlM  ItiOlias  to  tlM  woikiiMo  of  otlier 
oomitilM  Is  itriMnf.  **Tiike»  for  tnitMMW,  %  ootton-fpiimlog  miU,  worktnf 
SOpOOO  fplndlM.  An  Xnslith  tmcHorj  of  this  ttet  reqiiirM  tlM  tenrloM  of  150  men, 
an  Italian  factory  555  mon;  tlM  XngUili  factory  win  tarn  o«t  50  kUograma  p«r 
spindle,  and  tlM  Italian  85  kllosrama;  tlie  cost  of  plant  win  be  In  England  500,005 
Ure,  In  Italy  1,805,000  Ifcrs;  tlie  general  expenses  of  tlie  fornMr  win  amoont  to 
OMOO  Ure,  In  tlie  latter  to  144,000  me."  The  total  sum  paid  In  wages  wlU  be 
aboat  eqoal  la  eaoli. 
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b.  Thb  RasuMPTiov. 

Enough  has  been  said,  it  is  hoped,  to  show  dearly  how  dif- 
ferent was  the  Italy  of  1880  from  that  of  1866  and  the  years 
preceding.  Much  more  might  be  said  which  for  la^  of 
space  most  be  left  unsaid.  StiU,  the  progress  is  evident. 
Was  Italy,  howeyer,  ready  for  the  transformation  of  the  cnr- 
rency?  It  was  obyions  that,  eyen  if  a  specie  basis  were  obtained 
for  a  time,  a  steady  drain  of  coin  would  necessitate  a  retom  to 
paper  money.  Woold  such  a  drain  occor?  If  gold  or  sHver 
were  brought  into  the  country,  would  they  remain  there,  or 
would  they  go  back  again  across  the  borders? 

Beyond  doubt,  Italy  was  adyandng  economically.  Perhaps 
the  tax-yields  show  best  the  state  of  the  national  wealth, 
and  these*  were  989  mil.  in  1879  as  against  474  miL  in  1866. 
The  deposits  in  the  sayings-banks  had  increased  from  226 
miL  in  1866  to  679  miL  in  1880.  The  deposits  and  running 
accountSyt  with  or  without  interest,  held  in  banks  of  emission, 
people's  banks,  and  institutions  of  credit,  were  rapidly  rising; 
and,  besides  this,  a  large  amount  of  money  had  been  inyested 
in  improyements  of  all  sorts,  and  become  fixed  capital.  In 
the  matter  of  the  budgets,  the  State,  as  we  have  seen,  was 
on  a  sound  basis.  After  1876,  the  goyemment  receipts  had 
exceeded  the  expenditures.  Instead  of  any  necessity  for  fur- 
ther borrowing,  an  opportunity  was  therefore  offerecl  to  lighten 
the  load  of  debt  that  had  been  growing  so  many  years. 

One  doubt  remained.  Eyer  since  1866,  according  to  the 
customs-reports,  Italy  had  bought  more  than  she  had  sold. 
If  this  state  of  things  continued,  it  was  urged,  the  gold  could 
not  remain  in  Italy.  The  objection  was  quickly  answered. 
It  was  plain,  in  the  first  place,  leaving  aside  the  fact  that  the 
f ordgn  commerce  of  a  country  does  not  represent  the  sum 
total  of  its  dealings  with  other  countries,  that  the  customs-re- 
ports were  inaccurate.  The  customs-valuation  was  a  mere  ap- 
proximation, since  the  declarations  of  those  interested  in  the 

•Jmmario,  1884,  pp.  1064, 106& 

t  ifiiMrtt  Progpoftet,  p.  97:  ^ 

1875  STS^miL  IfTt  TSSJinU. 

1878  eSB.9  1879  TVLS 

1877  054.4  1880  (June)  87T^ 
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trade  had  to  be  made  the  ground  of  oompatation.  Again,  the 
yalaation  was  based  on  laws  changed  only  at  considerable 
intervals.  Bat  evidently  a  producer,  by  increased  skill  or  by 
producing  greater  quantities^  «an  largely  reduce  the  price  of 
an  article  without  lowering  the  profits,  so  that  it  was  entirely 
possible  that  the  customs-valuation  should  be  much  greater 
than  the  real  value.  This  reasoning  explained  away  in  part 
the  problem  offered  by  the  foreign  trade.  The  final  and  de- 
cisive argument  was  that  based  on  the  growth  of  the  exports 
and  imports  themselves.  Beginning  with  966  mil.  in  1866,  as 
we  have  seen,  the  imports  touched  a  maximum  of  1827  mil.  in 
1876,  and  then  fell  steadily  away.  Even  in  1879,  a  particu- 
larly bad  year  for  Italy  and  one  in  which  the  importation  was 
very  considerable,  the  imports  fell  to  1262  miL,  or  66  miL  less 
than  in  1876.  The  exports,  on  the  contrary,  beginning  with 
668  miL  in  1866,  rose  to  1216  mil.  in  1876,  and  then  fell  to 
1100  mil.  in  1870.  That  is  to  say,  while  the  exports  nearly 
doubled  in  value  in  these  fifteen  years,  the  imports  increased 
only  about  SO  per  cent.  Considering,  therefore,  the  immense 
growth  of  the  exports  and  the  comparatively  small  balance  of 
trade  against  Italy,  together  with  tiie  undoubted  lack  of  accu- 
racy in  the  customs-reports,  there  seemed  little  reason  for 
arguing  from  the  customs-returns  that  Italy  would  not  hold 
her  own  in  keeping  the  gold. 

In  a  word,  then,  the  country  had  shown  its  ability  to  preserve 
an  equilibrium  in  the  budgets;  the  foreign  trade  was  satis- 
factory, and  growing  more  and  more  to  the  advantage  of  Italy ; 
and  industry  and  commerce  were  thriving.  There  seemed, 
therefore,  no  valid  reason  why  Italy  should  not  make  an  effort 
to  do  away  with  the  forced  currency.  The  main  question  was 
how  to  get  the  gold  and  nlver. 

Before  proceeding  to  answer  this,  however,  let  us  first  con- 
sider how  much  spede  Italy  at  this  time  possessed.  The 
Minister  of  Finance,  Magliani,  estimated  the  complete  total* 
of  specie  held  in  the  country  on  September  80, 1880,  to  be,  in 
millions  of  lire:  — 

Odd.       BOmr,        Hhm.      Mromm.         ToUL 
In  treitfiinr  mod  iMUiks,    101.  44.  Ot.  a  106. 

In  prlTmte  luuidt,  .    106.  127.  6.  tS.  US. 

Totoi,   .  .  .  .  jST        mT  "oi         "t^  "m. 
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The  amount  in  the  treasury  and  banks*  was  divided  as 
foUows: — 


fr.4i  UM  MB  


TdUO,    .    .    .     lOLM  leMS 


That  held  by  the  banksf  again  may  be  farther  reduced  to 
the  portions  held  by  the  different  insdtntions :  ^ 


^im%^  Afb^^M  ^M^^^^m  ^^^^^^^^^  fl^^i^aff 

fWQ^mm  99mVW9  mmWWrm  JYTOTMiW  TWK* 

Natloiua  Bulk  of  tlM  Kingdom,   IMi  tLM  »J»  §.81  SO.n 

BukofNaplM, ISdl  8.U  SJl  OM  MM 

NmtioiuaBuikofTiiiOMiy,    .    •     &46  «J6  ....  §.17  tM 

BomaaBuik, eji  MT  ....  OJD  liiai 

BaiikofBlell7» Mt  SJt  0J6  ....  1101 

Tqmui  Bulk  of  C^«dit,  .   .    .    .     6w00  ....  ....  ....  B.Ot 


Total, mm       n.<a         »,m 

The  coin  |  held  in  private  hands  was  of  two  sorts.  The 
one,  about  140  miL  of  old  money  still  out  in  the  central  and 
southern  provinces,  consisting  of  Pq>al  and  Bourbon  coins, 
was  estimated  at  |  silver  and  ^  gold.  The  other,  calculated 
at  about  100  mil.,  and  used  in  commerce,  was  estimated  at  | 
gold  and  ^  silver.  Together,  these  two  sums  may  be  stated 
approximately  to  be  composed,  as  above,  of  108  miL  in  gold, 
127  miL  in  silver,  and  6  mil.  in  alloyed  silver. 

A  word  of  explanation  in  regard  to  the  silver  coinage  is  still 
needed.  From  1862-68,  Italy  coined  S  in  fractional  silver 
(.886  fine):— 


roiiM. 

t     Ure.  80.1D11. 

1      "  n.  «• 

WW  «  m.  •* 

0  JO  «  T.   " 

Total,   IMTmiL 

When  the  forced  currency  was  declared,  this  money  almost 
entirely  left  the  country,  and  found  its  way  into  the  other 
States  of  the  Latin  Union,  where,  according  to  the  Monetary 
Convention  of  1865,  it  had  a  legal  course.  A  small  remainder 
went  into  the  coffers  of  the  State  and  of  the  banks.  When 
the  Italian  government  began  to  think  of  resumption,  it  nat- 
urally desired  the  return  of  its  silver.     Accordingly,  by  the 

•Jfaturit  Propo9i«$,  p.  W.  t /MA,  p.  91.  tiMd.,pp.98,tt. 

ilbid.,  pp.  n-Mw     Vide  also  Mon§ia  e  Cono  Jbrtoto,  by  C.  F.  Fenvis. 
Milan,  1879. 
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oonyention*  of  Noyember  5, 1878,  modified  by  that  t  of  June 
20,  1879,  the  other  States  of  the  Latin  Union  entered  into 
agreement  not  to  aooept  this  money  as  legal  payment  after 
January  1,  1880,  and  to  refrain  from  accepting  it  until  the 
cessation  of  the  forced  currency.  The  silver  would  be  retired 
from  circulation  by  them  and  forwarded  to  the  French  €k>Y- 
emment,  from  whom  Italy,  on  her  part,  agreed  to  purchase  it 
to  the  amount  of  100  miL,  paying  therefor,  either  in  gold  or  in 
silver  5-franc  pieces.  The  dates  at  which  France  should  send 
the  money  to  Italy  were  arranged  for :  18  mil.  on  January  1, 
1880;  17  miL  on  December  81,  1880;  and  the  remainder  in 
three  equal  instahnents  payable  at  the  end  of  1881, 1882,  and 
1888.  These  latter  payments,  however,  could  be  anticipated 
at  a  discount.  By  the  same  convention,  Italy,  owing  to  the 
increase  of  her  population,  was  permitted  to  raise  the  total 
amount  of  this  coinage  from  the  166  miL,  as  agreed  in  the 
convention  of  1866,  to  170  mil.  The  amount  in  circulation  in 
the  other  States  proved  less  than  was  supposed,  for  the  French 
government  received  in  all  but  79  miL  The  condition  of  this 
silver  drculation,!  then,  on  September  80, 1880,  was :— - 

a.  IntlMTreMiuyf IBMmU. 

6.  Inbftnki: 

1.  Temponvy  State  <lcpottts»    ....   98.91 

%,  Pnipwty  of  banks, lft.TD  ZIML 

0.  Som  due  from  Franee,  December  a,  un,   .   .   16M 

d.  Som  doe  from  France  In  next  three  yearty     .   4M> 

TMal, U8JI 

e.  Adding  tlietnereaiedlMneanthoriiedaeaboTe,  14.09 

Total, 14109 

Turning  now  to  the  paper  money,  the  total  amount  of 
the  paper  circulation  on  the  80th  of  September,  1880,  was 
1,664.9  mil.,  of  which  940  mil.  was  in  Consanio  notes.  The 
remainder,  724.9  miL,  had  been  issued  by  the  banks,  and  was 
dividedS  as  follows:  — 

Natkmal  Bank  of  Kingdom, iiBJ9mU. 

BankofNapleo, 14t.T9 

Nattonal  Bank  of  Tuaoanj, 49JB 

BomanBank, 4M9 

Bankof  SlcUy, 99415 

Tnaean  Credit  Bank, 19^ 

Total, 'tSm 


•AilMNno  rj0Mal0, 1999,  pp.  919-909.  tiMtf.*PP. 

XMmmmPnpo9tm,^.%L  fiMd.,p.99, 
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The  amomit  of  paper  dirided  aooording  to  denomiiiatioii  * 


I  11.11 

lire      1  IM 

t  68.7 

•  MJ 

!•  MtJ 
»  0M 

W 

m 
m 

IM  IM 


■onftACM. 

AM. 

•JnlL 

lL4mlL 

iit 

M.1 

•J8 

68.7 

iit 

leaa 

•.1 

M8.H- 

•.5 

TEr 

•J 

•JM- 

•Ll 

ir 

V»L1 

nsiT 

19M 

965a 

srj 

97.6 

0.1 

88J 

M14 

lil.1 

U8.6 

818.7 

Total,  8iDi8  IMJ 

In  fine,  the  entire  oiroolfttion,  both  speoie  and  paper,  ocm- 
sisted  of  specie,  519  nuL,  and  paper,  1,666  mil^  maldng  a  total 
of  2,200  miL  lire. 

On  the  15th  of  November,  1880,  the  minister,  Magliani, 
presented  to  the  Chamber,  together  with  his  searching  report 
on  the  condition  of  Italy,  a  bill  t  for  the  remoyal  of  the  forced 
currency.  The  bill  was  founded  on  the  idea  of  preserving 
the  actual  condition  of  the  Italian  market  by  making  no 
change  in  the  amount  of  currency  in  use.  First  of  all,  the 
Cansansio  was  to  be  abolished,  and  the  notes  of  the  Ccnsanio 
assumed  as  a  direct  debt  of  the  State.  Magliani  then  pro- 
posed, in  brief,  to  contract  a  loan  of  644  miL,  of  which  400 
mil.  should  be  in  gold  and  244  miL  in  silver.  This  sum,  he 
estimated,  could  be  realized,  without  disturbance,  in  6  per 
cents,  at  about  86  plus  1  per  cent,  for  commission,  transporta^ 
tion,  and  expense  of  n^otiation.  Of  this  644  miL,  44  miL  in 
gold  were  to  be  at  once  pud  to  the  National  Bank,  to  extin- 
guish an  interest-bearing  loan  made  by  it  to  the  treasury. 
The  600  miL  remuning  would  then  be  equivalent  to  two- 
thirds  of  the  government  paper  in  circulation,  and  would 
gradually  replace  600  miL  of  this.  By  this  plan,  the  metallic 
circulation  was  raised  to  about  1,200  miL  and  the  paper  re- 
duced to  about  1,000  miL  Provision  was  further  made  for 
putting  the  circulation  of  the  banks  on  a  sounder  basis.  The 
National  Bank,  on  September  80, 1880,  had  in  circulation  449 

^Me9wrmrropo96m,p.m,  t /Mil.,  pp.  Itf-lBO. 
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miL  in  paper.  By  the  receipt  of  44  miL  in  gold  frcnn  the 
State,  and  by  drawing  on  the  reeeryes  at  its  diapoaal  for  22 
miL  more,  the  minister  calonlated  diat  its  paper  oironlation 
oonld  be  reduced  from  449  miL  to  888  miL,  rednoing  the 
total  amoont  of  notes  issoed  by  aU  six  banks  of  emission 
to  660  mil.  The  legal  oironlation  of  the  notes  of  these  six 
banks,  which,  haying  been  prolonged  from  year  to  year,  was 
to  cease  on  December  81,  1881,  woold  be  extended  to  the 
81st  of  December,  1888,  at  which  time,  it  was  hoped,  the  re- 
sumption would  be  begun,  and  would  tiien  cease.  The 
method  of  redemption  would  be  as  follows:  The  smaller  I^^l 
tender  notes, — those  of  60c.,  1,  2,  and  5  lire, —  which  had 
been  put  out  to  the  amount  of  816  miL,  were  first  to  be 
retired ;  then  notes  of  the  denominations  100,  260,  and  1,000 
lire  would  be  witiidrawn.  Since,  however,  the  sum  of  tiiese 
latter  notes  in  circulation  amounted  to  880  miL,  there  would 
not  be  enough  specie  to  retire  them  alL  Consequentiy,  after 
the  loan  was  exhausted,  46  miL  of  them  would  remain  out- 
standing; but,  as  it  was  probable  that  some  of  the  small  notes 
would  not  be  sent  in  for  redemption,  a  part  of  the  specie  set 
apart  for  redeeming  them  would  therefore  be  ayailable  for 
the  redemption  of  the  larger  notes.  The  total  amount  of 
State  notes  in  circulation  after  the  proposed  operation  was 
concluded  would  be :  in  10  lire  notes,  248.6  mil. ;  in  20  lire 
notes,  60.6  miL ;  in  100,  260,  and  1,000  lire  notes,  46  miL,— in 
an,  840  miL  lire. 

At  6  per  cent,  the  loan  would  necessitate  an  annual  interest 
payment  of  about  84  miL  Eyidentiy,  if  the  goyemment  could 
be  sure  of  a  surplus  of  42  miL,  as  in  1879,  the  loan  could  be 
undertaken  without  difficulty.  But,  unfortunately,  no  such 
surplus  could  be  relied  on.  In  1878,  for  instance,  the  surplus 
had  been  only  14  miL  The  sum,  howeyer,  was  easily  procur- 
able. Magliani  proposed  to  raise  it  in  part  by  the  abolition  of 
the  C0r$o  foraoBO  itselL  The  Italian  Goyemment,  as  we  haye 
seen,  suffered  like  any  citizen  from  the  weight  of  a  gold  pre- 
mium, since  it  had  itself  to  make  payments  in  gold.  The 
abolition  of  the  forced  currency  and  the  resumption  of  specie 
payments  would,  of  course,  do  away  with  this  expense.  To 
this  saying — at  least  12  miL  —  could  be  added  8^  miL  which 
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had  been  paid  the  Oontorwio  for  the  fabrioalion  and  mewal 
of  the  paper  money.  Here,  then,  was  16  miL  The  minister 
now  proposed  a  regoktion  of  the  pensions,  by  which  certain 
considerable  life  annuities  for  civil  and  military  service  were 
to  be  transferred  into  consolidated  debt ;  and  from  this  an 
immediate  saying  of  19  miL  was  expected.  The  State,  it  is 
tme,  would  lose  by  this  die  advantage  of  a  gradual  diminution 
of  the  ohaige  by  the  extinction  of  lives,  but  it  would  make  a 
present  annual  saving;  and  this  was  the  point  desired.  In 
this  way,  the  necessary  84  miL  was  secured.  GKranting  that 
these  estimates  were  too  large,  and  that  they  ought  to  be 
cut  down  to  a  much  smaller  figure,  it  must  be  remembered 
that  the  surplus  of  the  budget  has  not  been  reckoned  in,  which 
would  more  than  make  good  any  deficiency. 

After  the  bill  had  gone  through  the  hands  of  a  committee, 
its  provisions  were  warmly  discussed*  in  the  Chamber.  It 
was  contended  that,  while  the  financial  and  economic  condi- 
tions of  the  country  and  the  prospects  of  a  general  peace  might 
seem  to  render  desirable  the  abolition  of  the  forced  currency, 
yet  the  former  had  been  disproved,  and  the  latter  was  a  hope 
rather  than  a  belief.  Further,  the  transformation  of  the  pen- 
sion money  into  consolidated  debt  served  merely  to  postpone 
a  payment ;  and,  since  interest  on  this  sum  must  be  paid,  the 
country  gained  nothing.  Then  it  was  feared  that  a  further 
issue  of  rente  might  depreciate  that  already  issued,  and  that  a 
moment  of  panic,  as  in  1866,  might  serve  to  bring  the  rente 
all  back  again  into  Italy.  Finally,  it  was  urged  that,  instead 
of  redeeming  only  two-thirds  of  its  notes  in  circulation,  the 
Oovemment  ought  to  make  the  operation  a  complete  one. 
These  and  other  objections  were  brought  up  against  the  bill ; 
but,  though  urged  with  vigor,  they  had  little  efiEect.  The  bill, 
as  modified  by  the  committee,  finally  passed  the  Chamber  by 
the  overwhelming  vote  of  266  to  27,  and,  receiving  no  mod- 
ification in  the  Senate,  was  promulgated  on  April  7, 1881. 
The  bill,  as  it  became  a  law,t  differed  somewhat  in  detail 

•AM  PairtamentaH,  lint  seBsion,  1881.  A  good  tbongfa  brief  mimmarj  of 
the  debates  Is  given  In  PaH,  Doe,,  zciz.,  1881,  Sir  A.  T^geVB  comBpomdenoe;  also, 
in  SachitX'ilaiCe,  pp.  681-Mi.  VMb  Frovv0d4mmM  ptr  V  AboUgUme  del  Ceree 
F&rwoeo:  JHeeorel del MMetro  deOa  Ftnamee,  pronnnilati  all*  Camera  dei  Depu- 
tati,  14  e  15  Febbraio,  1881,  Soma,  1881. 

tBHlMMiio  COMcrie,  1888,  pp.  S6-88. 
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from  it8  original  draft.  Upon  the  diaaolntion  of  the  CansaniOi 
all  Cansorzio  notes  of  a  denomination  under  5  lire  and  oyer 
10  lire,  and  105.4  miL  in  5  lire  notes,  were  to  be  redeemed  in 
coin  and  destroyed.  The  10  lire  notes  and  the  remainder  of 
the  6  lire  notes,  within  five  years  from  the  date  of  the  with- 
drawal of  die  other  notes,  were  themselyes  to  be  withdrawn 
and  destroyed,  and  their  place  taken  by  State  notes  in  regular 
form,  convertible  into  gold.  For  the  present,  their  yalne  was 
to  be  secured  by  a  deposit  of  rmUe;  but  the  annual  surplus 
of  the  treasury,  available  for  the  extinction  of  its  debts,  was 
to  be  devoted  to  the  diminution  of  the  State  debt  represented 
by  them.  The  Government  was  directed,  as  before,  to  pay 
44  miL  in  gold  to  the  National  Bank  at  least  three  months 
before  resumption  b^an.  The  legal  circulation  of  the  notes 
of  the  banks  of  emission  was  prolonged  to  December  81, 1888, 
although,  even  after  this  date,  the  Government  was  authorized 
to  receive  them.  During  die  period  of  their  l^al  drculation, 
however,  the  Government  retained  the  power  to  regulate  the 
rate  of  exchange  between  the  rix  banks  of  emission  and  between 
the  banks  and  the  treasury;  but  the  regulation  forbidding  a 
change  in  the  rate  of  discount  without  the  permission  of  the 
Government  was  to  cease  the  day  resumption  b^pm.  It  was 
further  decreed  that  the  reserves  of  the  banks  of  emission 
should  be  composed  entirely  of  metallic  money  having  a  legal 
course  in  the  kingdom,  and  that  these  reserves  could  not  be 
alienated  or  converted  into  silver,  and  that  the  notes  of  die 
banks  must  be  payable  either  in  coin  or  in  State  notes.  Finally, 
the  €k>vemment  was  authorised,  by  redeeming  the  small  paper 
notes,  to  put  into  circulation  the  subsidiary  rilver  m<mey,  and 
such  other  decimal  money  in  gold  or  silver  as  it  might  possess. 
The  operation  of  the  loan  was  immediately  begun.  The 
contract*  was  signed  for  die  Government  by  die  Minister  of 
Finance  and  for  the  ocmtraoting  parties  by  the  National  Bank, 
in  its  own  name  and  in  that  of  Baring  Brothers  A  Co.  and  C.  J. 
Hambro  A  Sons,  of  London,  of  the  Discount  Bank  of  Paris, 
and  of  the  Italian  Credito  MobiKare^  representing  a  syndicate 
of  Italian  banks.     The  nominal  capitalf  on  which  the  loan 

•PrmiUa  di  SM  JMMonl.*  BatailoiM  pnMOtala  dftl  Mlalftio  dtlto  ¥Uumm 
tiMd.,p.t. 
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was  bised,  in  6  per  oenti^  nX  a  fixed  price  of  9SJ26^ 
729,745,000  lire,  wfaioh,  if  the  loan  proved  suooeasfol,  would 
yield  the  644  miL  desired.  The  contract*  provided  for  444 
mil.  in  gold  and  200  miL  in  silver,  and  the  time  within  whidi 
these  soms  shoold  be  paid  to  the  treasury  was  fixed  at  not 
later  than  September  80,  1882.  The  rmi$  for  the  loan  was 
to  be  delivered  in  Paris  with  interest  from  January  1,  1882, 
at  the  rate  of  a  little  less  than  5  per  cent.  (4.988),  at  87.17. 
The  fixed  price,  as  has  been  said,  was  88.26  at  5  per  cent. ; 
but  the  ItaUan  tax  on  rarUs  reduced  this  to  the  stated  fi^ares.t 
Owing  to  the  difficult  state  of  the  markets,! — the  Tunisian 
and  Egyptian  crises,  the  Paris  crisis,  and  the  American  demand 
for  gold, — the  original  contract  for  the  loan  was  modified,  and 
the  time  extended  to  February  16, 1888.  In  return  for  this 
concession,  the  banks  agreed  to  furnish  47  miL  more  in  gold 
than  had  been  stipulated,  thus  raising  the  total  amount  of 
gold  to  491  miL 

On  January  81,  1888,  the  accounts  between  the  contract- 
ing parties  were  dosed.  The  loan  had  proved  successful,  and 
the  644  miL  had  been  paid.  Of  this  amount,  44  miL  had 
been  paid  to  the  National  Bank  as  provided,  by  a  mere  trans- 
fer of  accounts;  and  the  600  miL  remaining  had  been  either 
remitted  to  the  treasury  in  metal,  or  comprised  in  payments 
made  against  Italian  liabilities  abroad  <m  the  half-yearly  pay- 
ments on  the  pubUc  debt,  or  on  the  payments  (14  miL)  due  on 
the  share  of  Italy  in  the  St.  Gothard  tnnneL  The  operation 
had  been  conducted  with  great  secrecy,!  in  order  not  to  alarm 

•Frmm»diUiMUkmi,p,6. 

t^'Tbe  price  at  whloh  tt  dumld  be  iMoed  was  fixed  by  agreement  at  8SJi  for 
6  Ure  of  rmU$t  from  whioh  had  to  be  deducted  intereet  acoralng  in  tbe  qnartar 
between  January  1, 1883,  when  interest  began  to  ron,  and  March  SI,  ttub  mean 
date  of  payment  by  sabsortbers.  Thle,  after  the  tax  on  personal  property,  netted 
1.08  lire  for  eveiy  fire  of  mile,  redndng  the  real  price  of  lasoe  to  8Td7,  wbidh  is 
within  the  limit  prescribed  by  the  law,  since  it  corresponds  to  an  annual  intoest 
slightly  under  6  per  cent.  (4.988^**  JUUwUms  dtUa  CommUakm$  ParMonsnti,  mA 
J*ie widimamipsr  r  JbtUaUme  del  Corm  Jbrwse,  June  IT,  1888,  p.  4S. 

t  PtmNCo  cK  Mi  JMMOMI,  p.  7. 

f  XoofioaiM,  December  10, 188L  ^^Bometimes  the  inflnwice  of  the  operation 
appears  in  the  fact  that  gold  on  the  way  from  Australia  to  an  BngUsh  port  is 
intercepted  <m  its  passage.  Sometimes  a  report  comes  that  a  supply  has  been 
drawn  from  an  out-of-the-way  foreign  bank,  where  the  existence  eren  of  any 
stock  on  a  oomparatlTely  large  scale  had  scarcely  been  Imagined. . . .  The  preaent 
operation  is  one  in  which  the  natural  onrrsnt  Is  turned  and  made  to  run  In  a 
direction  onwsed  to  that  which  it  would  usually  follow." 
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the  markets,  and,  as  a  matter  of  fact,  was  soaroely  felt.  An 
analysis  of  the  sums  in  coin  delivered  to  the  treasorj  shows 
that  nearly  every  ctvilixed  country  was  laid  under  contribo- 
tion  for  gold.* 


France 

•appUed 

68.7  mU. 

RniiU      nippl 

led  »J 

▲DMriea 

6S.8 

Auatrali* 

18. 

Qmnaaj 

ms 

Deunaik 

M 

Xngland 

OM 

J 

Italy 

OM 

Belgiom 

M 

▲iinrU 

88^ 

Spain 
Total* 

mi 

The  sQver  taken,  as  was  natural,  was  less  evenly  divided. 
France  furnished  80.5  miL;  Switzerland,  4.5  miL;  Belgium, 
0.7  miL ;  and  Italy  some  29,000  lire, — in  all,  85.8  miL  in  silver. 
In  addition  to  the  coin,  116  miL  on  oredit,t  as  we  have  said, 
was  also  furnished.  This  credit  was  reckoned  as  ^  gold,  or 
45.8  miL,  and  }  silver,  or  70.2  miL|  B^^inning  with  July, 
1881,  the  payments  were  made  as  follows :  — 

OcUL  aomr. 

lb  December  81, 1881,               lB8JSmU.  ISmU. 

<•  Deceo&berSlpiasI,               MS.  818 

•<  Maiolil,1888,                          8J  8. 


surer,  8M 

Cfeedtti,  lit. 


Comparing  the  credit  conditions  f  at  the  beginning  and  end 
of  the  operation,  we  find  an  appreciable  variation  in  the  price 
of  rmie^  while  exchange  becomes  somewhat  easier. 

Feb.8toApr.7,188L         Veb.  18  to  Ifar.  8, 1888.         Ifar.  81, 1888. 
▲▼erace,  ATerace, 

FoHb  ImOm  M$H*m  FmrU  Lomdom  M§Him  Pmrt§  Lomdom  MtrUm 

Spercenti.     88.15     88J7      88.  88.48     88Jr      88.70      88.15     88J7      88J8 
Kschanfeoo 

Italj,  18L18     SL85     mJO  188JI1     SJ8     1S8J8B 

Nothing,  meanwhOe,  had  happened  to  bring  any  new  or  un- 
favorable element  into  the  situation.    The  budgets,  |  notwith- 


flMi.,pp.81,tt.  I  AmmmHo,  188i,  pp.  1884-1888. 


Digitized  by 


Google 


APPKNDIX  401 

at  the  time  of  retamption  6.8  miL  had  been  withdrawn.  Far- 
ther, in  aooordanoe  with  an  agreement  made  in  1872,  by  which 
the  banks  of  emiflrion  had  fatcilitated  certain  operations  of  the 
Ck>yemment,  the  treasury  now  redeemed  in  gold  50  miL  of  the 
eZ'Cansarnio  notes  held  by  the  banks.  These  two  steps  re- 
duced the  amount  of  State  paper  money  to  888.2  miL  As  it 
was  intended  to  leaye  in  circulation  840  miL  of  this  amount, 
the  total  sum  to  be  withdrawn  was  548.2  miL 

The  operation  b^;an  quietly.  The  time  was  a  fortunate 
one,  in  that  trade  was  commonly  in  April  at  a  slack-water 
point.  But,  better  than  this,  the  foreign  exchanges*  became 
strongly  fayorable  to  Italy,  and  brought  an  appreciable  amount 
of  specie  into  the  country.  From  the  12tii  of  April  to  the 
80th  of  June,  1888,  the  importation  of  coin  reached  10.5  miL, 
of  which  6.2  miL  was  in  gold.  No  great  pressure  t  for  specie 
was  shown.  From  the  12th  of  April  to  the  80th  of  June,  1888, 
only  1.5  mil.  per  day  were  exchanged  against  gold  and  silver. 
At  no  time  did  the  operation  stand  in  the  slightest  danger  of 
panic. 

The  amount  of  ez-Cofuarxio  notes  remaining  in  circulation 
at  several  dates,  and  consequently  the  movement  of  with- 
drawal, is  shown  in  the  following  table,!  in  millions  of  lire : — 


i>$e.n, 

^^PHI19, 

•'Wri. 

Mvl, 

^^h 

^^^ 

wWk^ 

isn. 

^888. 

1888. 

18M. 

lik 

IM. 

flTBIPII. 

Mo. 

11.11 

4J8 

AM 

848 

iJtO 

L08 

8.68 

IL 

S9J6 

40.10 

88J8 

1SJ8 

BM 

446 

86J1 

2 

68Jt 

08J9 

80.M 

18J8 

7J8 

4.81 

80.79 

6 

MAt 

90L98 

188.14 

8U8 

48.48 

96.67 

17SJ0 

IS 

MSJS 

9UJ6 

94L.78 

ISftjn 

08.68 

86.91 

900.41 

90 

OtJS 

88J8 

48Jr 

88.97 

18.97 

10J8 

88.88 

m 

OS.M 

08.0T 

08J8 

88J8 

98^ 

17J8 

49ai 

9W 

87  J8 

T4.91 

•7.88 

MM 

98.79 

18.87 

00.40 

l,00t 

181  Jt 

148.08 

198.18 

81 J7 

4C04 

mjH 

141.84 

008.91  8t8J9  487J6         9I6J4  16174  781.98 

To  replace  5  and  10  lire  notes,  as  provided  by  the  law  of 


•CDOheral-GUtflcBj,  £«i  JfROMMf  4#  rJSoJIo^  p.  107. 
t8MlM,X'ilalKp.OI8. 

tiJWJWBHp,  1868,  pp.  1188, 1188;  1886,  pp. 800,  OOL   Mtimtlam  dtUa  Oommlmi§m§ 
,  1008,  p.  Ill;  188l»  pp.  18, 97;  1888,  p.  98;  1888,  p.  91. 
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1881,  Bute  notes  irere  imed,  and  were  in  dronladon*  as 
f<dlow8:  — 

JMyltllM.         JMyl,l«6.       JMyltMt. 
UL  laui 


The  sommaiy  of  operations  down  to  July  1,  1888,  stands^ 
then,  as  foIIowB:  — 


Btfon  April  IS,  IMS,  at.T9  0B.T9 

April  IS  to  July  l^iaSK,  mM 

Tmt  tndlBf  July  1, 18S1,  MM  S18.1f 

YMrtndlBf  jQlyltiaBI,  ISOJS  TLTS 

YMrtndlBf  Jvlyl^lMS,  SUt  ]Aa4 

TKltiai,  41S.17  SOBJS 

The  total  paper  ciroiilation,  both  State  and  ex-CScmsorsio, 
remaining  as  a  charge  npon  the  treasury  stood,  at  the  seyeral 
dates,  as  follows :  — 

DeoemberSl,18Sl,       9MJ0  JvlyMBSft,  SBSA 

AprillS,iaBK,  88M1  Jiilyl,1886»  flSUS 

Jillyl,iaBK,  819JB  Jiil7l,1888, 


At  the  date  last  named,  the  balance  remaining  from  the 
loan  of  600  mil.  lire,  after  dedncting  476.17  miL  for  redemp- 
tions and  2.78  miL  for  redemptions  in  progress,!  was  121.10 -f- 
miL,  which,  with  170.02  miL  cash  in  the  treasury,  made  the 
total  stock  of  metal  actually  in  hand  after  three  years  of 
specie  redemption  291.18  miL  Ure. 

•iWflMloii«,18M,p.»;  1888,  p. »;  1886,  p. «. 
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THE  ENGLISH  TRADES-UNIONS. 

It  is  very  hard  in  England,  at  the  present  moment,  to 
know  and  speak  the  truth  about  anything.  The  heat  and 
consequent  stratification  of  public  opinion  in  regard  to  all 
questions  which  in  any  way  trench  upon  conflicting  social 
and  political  prejudices  is  so  great,  that  facts  which  come 
to  the  inquirer  through  this  medium  are  affected  very 
much  as  objects  are  by  the  mirage  stratification  of  hot  air, 
— turned  upside  down.  The  inherent  difiBculties  in  the 
way  of  the  present  inquiry  as  to  the  condition  and  pros- 
pects of  trades-unions  seem  doubled ;  for,  aside  from  the 
stratification  of  public  opinion  without,  there  is  a  stratifi- 
cation of  fact  within,  which  makes  even  statistical  general- 
izations very  unsatisfiEbctory.  The  252  unions  which  appear 
upon  the  books  of  the  Registrar  of  Trade  and  Friendly 
Societies  are  by  no  means  alike  in  details  of  constitution, 
method,  and  purpose.  Moreover,  the  social  stratification, 
which  is  conspicuous  in  the  upper  portion  of  English 
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society,  has  its  counterpart  in  the  configuration  of  that 
yague  division  of  the  population  called  the  ^working 
classes.'*  There  is  no  great  solidarity  of  feeling  among 
workingmen  as  a  whole :  the  lines  of  demarcation  between 
skilled  and  unskilled  are  drawn  as  sharplj  as  the  innoyar 
tions  of  machinery  permit  them  to  be,  and  trades  of  equal 
skill  are  kept  apart  by  petty  traditional  jealousies ;  so  that 
the  progress  of  a  part  does  not  always  mean  the  prog^ress 
of  the  whole. 

The  functions  of  the  modem  trades-union  are  often 
described  as  threefold, —  aggressive,  defensive,  and  bencT- 
olent.  The  first  two  have  primarily  to  do  with  all  the 
questions  of  wages,  strikes,  lock-outs,  and  all  the  bellig- 
erent activities  which  attract  attention  and  gain  notoriety 
for  the  militant  side  of  efforts  to  secure  rights  and  defend 
those  already  obtained.  The  provident  work,  on  the  other 
hand,  is  seldom  appreciated,  and  often  quite  ignored,  inso- 
much that  no  longer  ago  than  July,  1888,  we  find  the 
Labor  Correspondent  for  the  Board  of  Trade  congratulat>- 
ing  himself^  in  the  second  report  upon  trades-unions,  that 
the  publication  of  such  figures  will  not  only  serve  to  en- 
lighten economists  and  the  unions  themselves,  but  ^  will 
also  tend  greatly  to  correct  the  generally  prevailing  no- 
tion that  the  sole  object  of  trades-unions  is  to  foster  and 
encourage  strikes,  and  that  most  of  their  funds  are  ap- 
plied for  that  purpose."  Fortunately,  it  is  not  necessary 
to  enter  upon  any  detailed  study  of  the  constitution  and 
mechanism  of  English  unions.  It  is  quite  enough  to  in- 
dicate the  characteristics  which  determine  their  work. 

The  conspicuous  features  of  the  organization  as  a  whole 
are:  (1)  a  large  number  of  purely  independent  local 
unions,  managing  their  own  affairs ;  (2)  the  centralized  or 
amalgamated  societies,  embracing  local  branches  in  the 
same  or  similar  trades ;  (8}  the  trade  councils,  forming  a 
centre  of  communication  for  the  various  societies  of  a  given 
locality ;  (4)  the  annual  Congress  of  the  whole  body,  with 
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its  permanent  representative,  the  Parliamentary  Commit- 
tee. Thus  it  is  evident  that,  while  centralization  is  by  no 
means  entirely  wanting,  there  is  nothing  of  the  compact- 
ness and  uniformity  which  were  aimed  at  in  a  great  central- 
ized organization  like  the  Knights  of  Labor  in  the  United 
States.  Moreover,  there  is  still  another  important  pecul- 
iarity; for  the  English  unions,  like  some  of  the  older 
unions  in  the  United  States,  are  essentially  trcute  unions, 
founded  for  the  most  part  upon  identity  of  pursuit,  and 
a  capacity  to  earn  the  normal  wages  of  the  trade, —  a 
capacity  which  nowadays  is  usually  taken  as  an  indication 
of  at  least  a  minimum  of  technical  training,  corresponding 
roughly  to  the  old  requirements  of  apprenticeship.  In 
.some  of  the  stronger  and  more  conservative  organizations, 
the  old  terms  of  apprenticeship,  extending  in  a  few  cases 
to  seven  years,  are  in  theory  still  insisted  upon  as  qualifi- 
cations for  membership,  though  even  here  the  rougher 
criterion  of  wage-earning  skill  is  usually  accepted  as  suf- 
ficient evidence  of  eligibility  on  the  part  of  any  proselyte 
who  can  be  persuaded  to  join. 

It  is  difficult  to  explain  in  a  single  word  the  relations  of 
mutual  independence  and  loose  association  in  which  these 
organizations  stand.  First  of  all,  there  are  the  numerous 
purely  local  iinions,  embracing  as  many  artisans  in  their 
respective  localities  and  industries  as  can  be  persuaded  to 
join  an  organization  and  pay  regular  assessmeirts  for  mutual 
protection  in  wages  and  hours  of  labor,  for  out-of-work 
benefits,  sick  pay,  burial  funds,  and  the  like ;  and  the  only 
connection  which  these  societies  have  with  the  collective 
body  of  unionists  arises  from  the  fact  that  they  send  dele- 
gates with  greater  or  less  regularity  to  the  annual  con- 
gress, contribute  somewhat  grudgingly  to  the  support  of 
the  Parliamentary  Committee,  and  appear,  perhaps,  on  the 
books  of  the  Registrar  of  Trade  and  Friendly  Societies. 
In  other  respects,  they  preserve  their  exclusive  autonomy, 
with  the  usual  board  of  officers  and  the  familiar  oommit- 
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sinular  subjects,  are  binding  upon  members  within  the 
district,  and  members  inyolved  in  any  strike  or  lock-out 
resulting  from  such  an  approved  decision  receive  the  full 
support  of  the  society,  according  to  the  provisions  of  the 
general  rules.  Since  registration  of  unions  under  the  pro- 
visions of  the  Trade  Union  Act  *  has  become  more  gen- 
eral, there  has  been  the  greatest  publicity  as  to  these 
rules;  and,  though  they  vary  in  important  details,  the 
method  indicated  represents  fairly  enough  the  procedure 
of  the  unions  in  purely  offensive  and  defensive  action, 
neglecting  for  the  moment  their  work  as  friendly  and 
benefit  societies.  The  strike  pay,  which  is  quite  distinct 
from  the  out-of-work  donation,  varies  in  the  more  im- 
portant societies  from  10  to  12  shillings  per  week,  rising 
considerably  above  these  amounts  in  some  instances,  and 
frequently  including  an  additional  scale  of  allowance  for 
the  wife  and  children.  Added  to  these  regular  doles, 
there  are  frequent  supplementary  gratuities  supplied  from 
time  to  time  by  special  levies. 

All  this,  it  is  needless  to  say,  concerns  but  one  function 
of  the  trades-unions,  and  a  function  that  has  diminished, 
rather  than  increased,  of  late  years.  Indeed,  it  is  the 
constant  taunt  of  the  extreme  socialistic  minority  within 
the  unions  and  without  that  the  expenditure  for  strikes, 
lock-outs,  and  other  forms  of  trade  disputes  represents 
but  an  insignificant  portion  of  the  total  expenditure  and 
activity.  On  the  other  hand,  the  unions  are  constantly 
congratulating  themselves  upon  this  very  fact;  and  they 
very  properly  use  this  taunt  with  which  the  extreme 
radicals  attack  them  from  below,  to  repel  the  assaults  of 
those  who  attack  them  from  above  with  the  charge  of 
acting  ^  in  restraint  of  trade  '*  and  keeping  up  an  artificial 
standard  of  wages,  which  is  a  perpetual  menace  both  to  the 
profits  of  the  employer  and  the  commercial  supremacy  of 


•Sm  die  Trad*  Unioa  Aoi,  34  A  85  ^^.  (1871)  e.  31 ;  aoMiidtd  hj  tU 
Tndb  Unioa  Aet  AmwiHmwit  Aoi,  39  A  40  Vie.  (1876)  e.  22. 
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provisions    in  the  Amalgamated  Society  of   Engineers. 
According  to  their  rules :  — 

Should  any  free  member  (that  is  one  who  has  been  12  months  in 
the  society)  be  thrown  out  of  employment  mider  circumstances  satis- 
factory to  his  branch  and  not  disentitled  to  benefit  through  arrears, 
or  non-free  member  be  withdrawn  from  his  situation  by  a  branch 
district  committee  or  executive  council,  and  continue  out  and  sign  the 
yaoant  book  for  three  oonsecative  days,  he  shall  be  entitled  to  the 
sum  of  ten  shillings  per  week  for  14  weeks,  seven  shillings  for  80 
weeks,  and  a  further  sum  of  six  shillings  for  60  weeks,  when  the 
benefit  shall  terminate;  and  in  no  case  shall  a  member  receive  more 
than  104  u)eeh^  donation  benefit  in  succession,  except  members  of  ten 
years'  standing  or  members  who  have  been  withdrawn  from  their 
situations  by  the  executive  council  or  local  district  committee  or  by 
their  branch,  making  a  total  of  £19  10«.  in  any  period  of  52  weeks. 

With  the  Carpenters,  the  total  of  their  benefit  may  not 
exceed  £9  12«.  With  the  Iron  Founders,  a  membership 
of  two  years  gives  a  right  to,  ^^for  the  first  18  weeks,  nine 
shillings  per  week ;  for  the  second  18  weeks,  eight  shillings 
per  week ;  for  the  next  26  weeks,  six  shillings  per  week* 
After  donation  has  ceased,  one  shilling  per  week,  if  not 
working  at  any  other  occupation.  One  shilling  per  week 
shall  be  deducted  from  the  benefit,  whatever  the  scale  may 
be,  and  retained  by  the  treasurer  until  the  following  club 
night,  when  it  shall  be  paid  in  as  contribution.'*  Other 
rates  are :  Boiler-makers  and  Iron  Ship-builders,  seven  shil- 
lings for  14  weeks,  and  three  for  9  weeks  in  any  one  year; 
Steam-engine  Makers,  ten  shillings  for  12  weeks,  and  an 
additional  five  shillings  for  14  weeks  in  any  one  year. 

The  rate  of  contribution  among  societies  paying  the  full 
list  of  trade  and  sick  benefits  may  be  stated  roughly  at  a 
shilling  a  week ;  but,  in  times  of  depression,  when  expen- 
diture is  great  and  reserve  funds  are  reduced,  the  assess- 
ments are  increased  for  long  periods,  and  frequently  sup- 
plemented by  special  levies.  The  yearly  balance  in  hand 
in  a  society  like  the  Iron  Founders,  for  example,  fluctuates 
between  X  65,895,  or  a  little  more  than  £5  |)er  head,  in 
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the  general  executive.  Once  a  year,  the  funds  of  the 
whole  society  are  equalized ;  and  lodges  which  before  this 
time  exhaust  their  funds  by  out-of-work  pay,  disputes,  or 
other  legitimate  expenditure,  draw  upon  more  prosperous 
branches.  So  that  the  whole  funds  of  the  general  society 
banked  in  this  way  among  the  branches  may  be  concen- 
trated at  any  point.  Farther  than  this,  there  is  a  vast 
amount  of  clerical  work,  involving  paid  secretaries,  exten- 
sive central  ofiBces,  and  a  good  deal  of  skilled  accountant 
work.  Monthly  reports  are  due  from  branches  to  the 
executive;  and  from  the  information  thus  furnished  in 
regard  to  members  sick,  out  of  work,  or  otherwise  affected 
by  the  state  of  trade,  the  general  secretary  compiles  for 
distribution  among  the  branches  quarterly,  annual,  and 
sometimes  even  monthly  *  reports.  The  whole  society  is 
thus  made  a  bureau  of  information, —  an  intelligence  ofiBce 
in  regard  to  fluctuations  of  trade,  possibilities  of  obtaining 
employment  for  those  who  are  burdening  the  donation 
benefits,  and  all  afiGeurs  of  local  or  general  importance. 

It  must  not  be  forgotten,  however,  that  this  complicated 
mechanism  is  kept  in  working  order  by  only  the  best 
societies, —  those  which  serve  to  show  wh&t  a  labor  organ- 
ization can  do.  Moreover,  in  certain  large  societies,  like 
the  Amalgamated  Tailors,  trade  and  sick  benefits  are 
separate ;  and  the  member  has  the  option  of  paying  4i(i. 
per  week  for  dispute  pay  and  travelling  relief,  or  Hd.  for 
the  full  complement  of  benefits.  But  comparatively  few 
of  the  14,000  tailors  avail  themselves  of  the  option.  In 
other  cases,  a  large  amount  of  work  is  done  with  a  com- 
paratively small  fixed  contribution,  eked  out  from  time  to 
time  by  special  levies.  Thus  the  Northumberland  Miners' 
Mutual  Confident  Association  calls  for  only  6(L  per  fort- 
night ;  and  yet,  with  a  membership  which  rose  from  4,825 
in  1866  to  19,871  in  1874,  and  has  since  gradually  fallen 

*  Th*  F^iendlj  Sodctj  of  IroB  Fonadan,  for  eumple. 
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tion,  land  nationalization,  and  all  the  mooted  questions  are 
discussed  with  a  freedom  which  strongly  reflects  the  color 
of  local  opinion  and  brings  out  the  antagonistic  views  of 
different  trades.  By  a  curious  provision  for  a  sort  of 
duplicate  secondary  representation,  each  council  is  repre- 
sented at  the  Congress  by  a  special  delegate,  whose  con- 
stituency is  designated  in  the  official  report  by  the  total 
membership  of  the  unions  which  the  coiincil  represents, 
the  unions  themselves  at  the  same  time  sending  delegates 
of  their  own, — a  provision  which  sufficiently  accounts  for 
the  guileless  frequency  with  which  newspapers  credit  the 
congresses  with  representing  two  hundred  thousand  or  so 
more  unionists  than  are  known  to  exist. 

The  constitution  of  the  annual  Congress  presents  no 
difficulties.  It  is  simply  a  still  more  extensive  manifesta- 
tion of  the  gregarious  instinct  that  takes  the  place  of 
definite  centralization  of  the  English  trades.  The  first 
attempt  at  such  a  meeting  was  made  in  1868,  just  as  the 
unions  were  beginning  to  feel  the  good  effects  of  the 
searching  criticism  and  concentrated  attention  which  par- 
liamentary investigation  had  secured  for  them.  It  was 
not  until  three  years  later  that  the  Congress  became  im- 
portant enough  to  elect  a  permanent  Parliamentary  Com- 
mittee to  represent  its  views  in  regard  to  legislation. 
Since  then,  however,  the  importance  of  this  committee 
has  gradually  increased.  It  is  actively  represented  in 
Parliament;  it  is  consulted  by  the  government  in  refer- 
ence to  proposed  labor  legislation;  and,  at  the  annual 
Congress,  the  presentation  of  its  report,  the  discussion  of 
the  legislative  programme  for  the  ensuing  year,  and  the 
election  of  the  new  committee  —  composed  according  to 
present  regulations  of  ten  men  and  the  secretary  of  the 
Congress  —  are  the  central  features  of  the  deliberations. 
From  the  very  first  there  have  been  more  or  less  suc- 
cessful attempts  to  exploit  the  congresses  for  noble  and 
ignoble  purposes, —  sometimes  by  means  of  papers  and 
speeches  by  public-spirited  men  designed  to  instruct  the 
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unions  in  the  way  they  should  go,  sometimes  by  alleged 
subsidizing  of  delegates  in  the  interest  of  ^fair  trade,'' 
and  sometimes  by  attempts  to  give  the  congresses  a 
special  political  complexion.  From  time  to  time,  this 
has  led  to  the  expulsion  of  objectionable  delegates ;  and, 
in  1872,  a  somewhat  ironical  resolution  declared  .that 
papers  in  defence  of  the  principles  of  trades-unionism 
would  no  longer  be  in  order.  In  like  manner,  it  is  now 
provided  that  the  expenses  of  delegates  shall  in  no  case 
be  defrayed  by  persons  outside  the  unions  represented. 
Doubtless,  it  is  difficult  at  times  to  draw  the  line  between 
the  philosophical  essayist,  the  propagandist,  and  the  polit- 
ical partisan ;  and  it  occasionally  happens  to  this  day  that 
men  of  social  distinction  and  politi<^  eminence  entertain 
their  trades-union  friends  with  harmless  declamations 
about  abolition  of  privileges  and  the  like. 

Even  the  degree  of  centralization  attained  through  the 
Congress  and  Parliamentary  Committee  has  always  l^n  a 
source  of  apprehension  to  all  those  who  have  seen  a  great 
menace  to  existing  social  and  political  institutions  in  any 
tendency  to  a  compact  organization  of  workingmen;  and, 
on  the  other  hand,  the  attainment  of  some  more  compact 
federation  has  always  been  the  ideal  of  those  who  have 
felt  the  chief  weakness  of  the  unions  to  lie  in  their  isola- 
tion. Twenty  years  ago,  people  who  avowed  their  sjinr 
pathy  with  the  growing  organizations  found  it  necessary 
to  allay  popular  apprehension  with  assurances  that  a  dose 
federation  of  English  trades  was  an  impossibility,  in  view 
of  the  jealousies  and  conflicting  interests  involved.  Even 
so  sanguine  a  champion  and  historian  of  the  labor  move- 
ment as  Mr.  Howell,  writing  a  dozen  years  ago,  reassures 
the  **  timid  and  superstitious  "  capitalist  with  an  enumera- 
tion of  difficulties  which  still  hold  good.*  In  conclusion, 
he  says :  — 

English  capitalists  may  therefore  feel  secure,  in  so  far  as  they  are 
threatened  with  ruin  from  this  cause,  that  the  idea  is  but  a  phantom 

*  Coi\flicU  <f  Capital  and  Labor,  p.  41S. 
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and  %  dream,  terrible  in  its  realism  to  a  timid  and  saperstitions 
people,  but  dismissed  with  a  smile  by  those  who  know  anything  of 
the  habits  and  modes  of  thought  of  the  working  classes  of  this  coun- 
try;  and  especially  of  unionists,  who  are  neither  dreamers  nor  social- 
ists, but  slow,  practical,  hard-headed  Anglo-Saxons,  to  whom  an  extra 
penny  an  hour  is  of  more  ralue  than  the  finest  theory  eyer  propounded 
by  a  patriot  or  a  philosopher. 

As  a  matter  of  fact,  not  a  few  attempts  at  a  grand 
federation  have  actually  been  made  since  the  National 
Labor  Association  of  Organized  Trades  began  its  inglo- 
rious career  in  1846,  and  from  time  to  time  the  subject  of 
a  federation  has  come  before  the  congresses ;  but  nothing 
has  ever  been  accomplished  beyond  a  temporary  alliance 
of  closely  related  trades. 

If  now  we  turn  again  to  the  actual  work  accomplished 
by  trades-unions,  we  find  the  statistical  summaries  of  trade 
and  friendly  benefits  very  imposing,  as  the  table  prepared 
by  Mr.  Burnett  for  the  recent  International  Trade  Unions 
Con^press  in  London  will  suffice  to  show,  without  further 
explanation.*  It  will  be  seen,  as  the  totals  now  stand, 
that  something  less  than  10  per  cent,  of  the  total  expendi- 
ture has  gone  for  ^ trade  dispute''  purposes, —  £708,488 
out  of  £8,276,785.  Technically,  this  statement  is  correct ; 
but  it  practically  considerably  understates  the  amount 
actually  paid  on  account  of  disputes,  inasmuch  as  socie- 
ties paying  out-of-work  donation  make  no  distinction  in 
their  published  returns  between  out  of  work  caused  by 
strikes  and  that  arising  from  ordinary  causes.  Obviously, 
therefore,  there  are  times  in  which  the  disputes  ought  in 
fairness  to  be  charged  with  the  expenditure  for  both 
strike  and  donation  benefits.  Owing  to  the  great  variety 
of  benefit  provisions  already  mentioned,  it  is  quite  impos- 
sible to  correct  accurately  this  discrepancy;  but  I  am 
assured  on  the  most  competent  authority  tiiat  a  full  10 
per  cent  of  the  total  given  would  about  cover  the  total 
expenses  of  disputes. 

•SeeTbbUA^Appwdiz. 
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tiate  their  charges  of  apostasy  to  the  cause  of  labor  by 
the  very  statistics  to  which  the  unions  point  with  pride. 
Millions  expended  for  out  of  work,  sickness,  and  super- 
annuation are  contrasted  with  the  ridiculously  small 
amounts  devoted  to  strikes,  and  the  unions  are  taunted 
with  being  ^^mere  benefit  societies." 

Undoubtedly,  we  have  here  a  fundamental  difference  in 
the  conception  which  the  two  parties  have  of  the  problem 
of  life  and  the  methods  of  solving  it.  The  open  taunt 
of  the  socialistic  minority,  inside  and  outside  the  unions, 
that  the  expenditure  for  fighting  purposes  is  insignificant, 
shows  conclusively  that,  so  far  as  the  trades-unions  are 
concerned  at  least,  the  labor  question  in  England  has 
already  ceased  to  be  a  matter  of  fights  and  strikes.  A 
careful  examination  of  the  statistics  will  prove  conclu- 
sively the  same  thing. 

I  have  already  pointed  out  the  intimate  correspondence 
between  the  general  condition  of  trade  and  the  rise  and 
fall  of  outK)f-work  benefit  A  close  scrutiny  will  show 
that,  where  allowances  are  made  for  special  expenditure 
occasioned  by  trade  disputes,  the  percentages  of  unem- 
ployed follow  almost  exactly  the  well-known  periodic 
fluctuations  of  trade,  seeming  irregularities,  as  in  the 
case  of  the  Carpenters  and  Joiners,  being  due  in  all  cases 
to  exceptional  conditions  determining  the  prosperity  of 
the  trade.*  Not  only  this:  the  influence  of  bad  trade 
is  seen  in  the  fluctuations  in  membership  or  in  the  rate 
of  increase  of  growing  societies.  During  the  season  of 
depression  from  1865  to  1870,  the  membership  of  the 
Engineers  increased  only  8,727 ;  in  the  five  years  of  phe- 
nomenally good  trade  which  followed,  the  increase  was 
more  thsji  9,000 ;  again,  in  the  disastrous  reaction  which 
came  in  1875-80,  the  increase  was  only  660 ;  once  more, 
the  increase  of  7,597  corresponds  to  the  improved  trade 
from  1880  to  1885 ;  and,  finally,  the  sudden  advance  in 
the    present   year  shows  how  quickly  the  membership 

•Sm  TftUft  B,  Appeadix. 
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of  something  else.  The  socialist  has  a  keen  eye  for  symp- 
toms of  weakness,  and  the  evidences  of  disintegration 
which  he  detects  in  trades-unions  are  also  common  to  most 
institutions  which  stand  between  him  and  his  pre-Utopian 
chaos.  The  apprehensions  of  the  more  conservative  union- 
ists on  this  point  may  be  gathered  from  the  following 
extract  from  the  Steam-engine  Makers'  Report  for  1887: — 

The  outcome  of  these  improvements  [in  machinery]  is  becoming 
more  heavily  felt  as  years  roll  on,  and  the  number  of  unemployed 
becomes  immeasurably  greater.  The  result  is  dissension  amongst 
those  who  are  unemployed  and  feel  the  pinch  of  hunger,  which 
prompts  them  to  advocate  changes  that  they  would  ignore,  were  they 
in  employment  and  fairly  provided  for.  One  of  the  theories  or 
reforms  that  is  suggested  under  such  circumstances  is  that  of  social- 
ism, and  that  by  many  who,  in  fuU  work,  would  ignore  it.  The  ten- 
dency to  increase  the  followers  of  this  opinion  will  extend  equally 
with  the  decrease  of  employment  As  each  year  finds  the  output 
greater,  and  the  unemployed  equally  so,  it  is  only  natural  that  dis- 
content will  prevail,  and  remedies  be  suggested  that  are  not  entirely 
equitable,  even  if  they  are  practicable,  as  propounded  by  their 
theorists  and  advocates. 

Yet,  after  all,  there  is  a  degree  of  truth  in  all  these 
oritidsms.  The  unions  have  not  kept  pace  with  the 
increase  of  population  during  the  last  ten  or  fifteen  years. 
Nay,  they  can  scarcely  be  said  numerically  to  have  held 
their  own.  In  many  large  societies,  like  the  Amalgamated 
Engineers,  the  steady  growth  has  simply  kept  abreast  of  the 
development  of  a  great  industry ;  while  smaller  societies 
have  sometimes  correspondingly  dwindled  and  disappeared. 
Accurate  statistical  comparisons  as  to  grand  totals  for  the 
whole  country  are  extremely  difficult;  for  the  numbers 
represented  at  the  trade  congresses  are  sometimes  influ- 
enced by  minor  considerations,  and  there  is  no  adequate 
provision  either  within  the  unions  themselves  or  in  the 
statutory  regulations  of  the  Registration  Act  for  securing 
complete  and  systematic  returns.  Even  the  Labor  Corre- 
spondent of  the  Board  of  Trade,  who  earned  the  confidence 
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of  the  unioDS  by  years  of  active  leadership  in  the  Amalga- 
mated Society  of  Engineers,  was  able  to  secure  for  his  first 
report,  in  1887,  adequate  returns  for  only  18  societies, 
representing  196,841  members;-  while  for  his  report  in 
the  following  year  about  70  made  adequate  returns,  and 
207  known  to  have  received  the  official  forms  made  no 
returns  at  alL  The  loose  condition  of  afEsurs  may  be 
seen  from  the  following  statement  accompanying  the 
report  for  1888:  — 

There  were  252  trade  societies  then  on  the  list,  of  which  only  184 
made  the  retoms  rtqmrtd  by  law  from  registered  societies.  In  addi- 
tion to  these,  the  addresses  of  other  60  trade  unions,  twt  r^:istered, 
were  obtained.  To  each  of  these  a  copy  of  the  form  and  oircnlar  was 
duly  forwarded  by  post,  812  in  all  being  sent  ont  in  November.  By 
the  13th  of  March,  10  forms  were  returned  from  the  post-office 
marked  ^  not  to  be  found,"  2  societies  had  been  dissolved,  and  only 
24  returns  were  sent  in,  very  many  of  them  being  in  a  most  incom- 
plete state. 

The  total  membership  represented  on  the  Registrar's  list 
for  1886  was  840,898 ;  and  nine-tenths  of  this  whole  num- 
ber, or  807,180,  belong  to  the  small  minority  of  unions 
making  returns  to  the  Board  of  Trade.  Still,  in  spite 
of  their  inadequate  returns,  Mr.  Giffen,  in  submitting 
the  first  report  of  the  Labor  Correspondent,  suggests  ^^  a 
probable  total  membership  of  oyer  600,000  among  all 
trades-unions  throughout  the  country,"  —  an  estimate 
which,  when  allowances  are  made  for  duplicate  representa- 
tion from  trade  councils  and  the  like,  corresponds  pretty 
closely  with  the  trade  congress  reports.  Perhaps  it  is 
not  altogether  fair  to  contrast  this  picture  with  that  which 
a  sympathetic  historian  gave  of  the  unions  a  dozen  years 
ago ;  and  yet  the  triumphant  tone  of  Mr.  Howell's  predic- 
tions in  1877  and  1878  is  rather  instructive,  especially  in 
view  of  the  disasters  which  overtook  the  unions  in  the 
memorable  depression  of  1879. 
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Reviewing  the  work  and  prospects  of  the  unions,*  he 
says:  — 

Perhaps  the  most  notable  fact  of  modem  times,  in  connection 
with  trade  anions,  is  the  rapid  growth  of  vast  organizations  in  the 
ranks  of  unthUed  labor.  The  Agriooltoral  Laborers'  Union,  which 
was  formed  in  1872,  has  already  spread  over  the  entire  kingdom.  .  .  . 
But  even  these  figures,  astonishing  as  they  are  in  their  grand  totals^ 
gire  bat  a  faint  idea  of  the  extent,  power,  and  importance  of  this 
great  social  force,  and  of  its  ramifications  all  over  the  country.  .  .  . 
The  total  number  of  independent  societies  alone  cannot  be  far  short 
of  8,000. .  .  .  The  total  number  of  workmen  in  all  grades  who  are 
thus  combined  cannot  be  less  than  1,250,000 ;  very  nearly  1,000,000 
baye  been  represented  directly  or  indirectly  at  some  of  the  annual 
Trade-union  Congresses;  the  annual  income  must  very  nearly  ap- 
proximate to  £2,000,000  sterling,  and  their  total  reserve  funds  are 
hardly  less  than  that  sum,  for  sixteen  societies  alone  have  a  balance 
in  hand  of  over  £603,064.  Even  this,  however,  does  not  represent  all 
the  actual  and  available  force  of  these  industrial  organizations ;  for 
the  unions  can  count  upon  the  support,  in  case  of  need,  the  contri- 
butions, of  vast  numbers  of  workmen  who  are  not  regular  members  of 
the  society.  For  all  practical  purposes,  therefore,  the  unions  may  be 
taken  to  represent  the  strength  of  the  whole  body  of  skilled  work- 
men. 

No  trades-unionist  has  talked  like  that  since  the  great 
wave  of  prosperity  broke.  Doubtless,  another  great  wave 
would  have  the  same  buoyant  effect ;  but  for  the  present 
life  is  too  serious  for  such  exuberance.  The  fine  enthu- 
siasm for  organization  among  unskilled  laborers  disap- 
peared as  rapidly  as  the  organizations  themselves  did  with 
the  first  signs  of  storm.  ^They  were  all  right  in  fair 
weather,"  remarked  a  former  enthusiast  recently,  ^^like 
your  Knights  of  Labor ;  opened  a  lodge  every  day,  and  all 
that.  But  they  never  stand  up  before  regular  assessments 
and  stormy  times."  Not  that  there  is  any  hostility  to 
such  organization  now.  On  the  contrary,  the  trade  coun- 
cils on  the  Tyne  and  elsewhere  are  still  making  efforts  to 
get  less  skilled  artisans  to  unite.  Indeed,  division  of 
labor  and  machinery  are  making  the  more  skilled  feel  a 

•TUCo^fiieHqfCkipikU  and  Labor,  pp.  174, 175. 
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little  their  dependence  on  those  just  below  them,  thereby 
stimulating  at  least  a  commercial  sense  of  solidarity. 
Even  another  movement  towards  organization  of  agricult- 
nM  and  other  laborers  would  be  welcomed  as  a  hopeful 
sign  of  self-improyement,  and  probably  would  be  assisted 
somewhat  by  many  of  the  leading  unionists ;  but  they  are 
not  forcing  the  matter  any  longer.  Money  is  the  real 
test ;  and  any  spirit  of  fraternity  which  fidls  to  materialize 
in  weekly  assessments  is  held  to  be  false  and  misleading. 
Besides,  the  unions  have  quite  enough  to  do  to  hold  to- 
gether their  own  special  trades;  for,  so  far  from  repre- 
senting ^for  practical  purposes''  or  any  other  purposes 
what  Mr.  Howell  calls  ^^  the  strength  of  the  whole  body 
of  skilled  workmen,"  it  might  even  be  questioned  how 
feur,  in  many  cases,  they  represent  the  efficient  strength  of 
the  whole  body  in  the  best  organized  trades.  In  the 
report  for  1887,  already  referred  to,  after  commenting  on 
the  complicated  task  the  unions  have  assumed  in  provid- 
ing for  their  members  under  dmost  eyeiy  phase  of  indus- 
trial difficulty,  Mr.  Burnett  adds :  — 

They  cannot  by  any  means  be  said  to  indnde  within  their  ranks 
anything  like  tiie  great  body  of  the  workmen  of  the  kingdom;  but 
there  is  little  doubt  their  members  are  the  flower  of  their  respectlTe 
trades.  No  union  can  be  very  powerful  for  trade  purposes  which 
does  not  possess  as  members  the  great  body  of  men  in  the  trade ;  and 
those  who  most  nearly  approximate  this  standard  have  undoubtedly 
the  greatest  influence  on  the  condition  of  their  members.  The  work 
of  obtaining  members  from  those  outside  is,  therefore,  of  the  first 
importance;  but  even  here  the  greatest  prudence  must  be  observed. 
As  societies  paying  benefits  to  unemjdoyed  members,  they  must  pay 
due  regard  to  the  capabilities  as  workmen  of  those  they  admit ;  for  it 
is  a  well-known  fact  inferior  men  are  most  often  out  of  work.  Then, 
as  friendly  societies  paying  sick,  funeral,  or  disablement  benefits,  they 
must  also  have  regard  to  the  health  and  constitution  of  candidates 
for  admission.  In  this  way,  it  may  be  argued  that  membership  of  a 
trade  union  is  a  good  rough  test  of  a  man's  ability,  which  to  a  large 
extent  justifies  the  special  rate  of  wages  which  members  of  such  soci- 
eties demand  and  generally  obtain.  It  is  often  assumed  tiiat  trade 
unions  demand  one  uniform  rate  of  wages,  which  must  be  alike  paid 


Digitized  by 


Google 


THE  ENGLISH  TBADES-UNIONS  428 

to  the  good  workman  and  to  the  indifFerent  one.  This  is  a  mistake. 
The  anion  simply  lays  down  a  minimnm  rate  of  wages,  below  which 
its  members  shall  not  work.  Above  this  there  may  be  and  is  a  wide 
range  of  values.  Nor  can  the  enforcement  of  this  minimnm  rate  be 
said  to  be  in  any  sense  arbitrary.  As  a  strict  matter  of  fact,  it  is  as 
much  fixed  by  the  employer  as  by  the  union. 

The  union  says  by  its  rules  that  it  will  admit  no  one  as  a  member 
who  is  not  in  receipt  of  the  ordinary  wages  of  his  shop  or  district 
If  the  candidate  is  not  obtaining  this  rate,  he  is  not  admitted ;  but,  if 
he  is  receiving  it,  his  value  is  really  vouched  for  by  the  employer  who 
has  fixed  his  rate  of  wages.  The  justice  of  a  minimum  rate  regula- 
tion is  thus  established.  Into  the  more  debataUa  range  of  questions 
oonneeted  with  trade  unions,  it  is  not  here  necessary  to  enter.  Such 
bodies  exist  as  a  part  of  our  social  system,  and  their  extent  and  influ- 
ence entitle  them  to  have  the  main  facts  of  their  existence  fully 
stated. 

Here,  obeenre,  it  is  stated  almost  as  an  axiom  that  no 
union  can  be  very  powerfal  for  trade  purposes  which  does 
not  possess  as  members  the  great  body  of  men  in  the  trade. 
Let  us  try  some  of  the  principal  unions  by  this  test. 

The  IViendlj  Society  of  Iron  Founders,  one  of  the 
oldest  and  best  organized  of  all,  has  on  its  books  about 
12,000  members.  The  monthly  and  annual  reports  of 
the  Oeneral  Secretary,  Mr.  Hey,  are  models  of  accuracy ; 
and  the  general  conduct  at  the  central  office  at  London 
illustrates  admirably  both  the  thoroughly  business-like 
administration  which  has  won  so  much  respect  and  con- 
fidence, and  the  immense  educational  training  which  has 
oome  with  the  growth  of  the  unions  and  the  multiplication 
of  their  functions.  The  monthly  reports  contain  bulletins 
of  the  state  of  trade  in  various  localities,  tabulated  state- 
ments of  the  various  benefits  paid  for  sickness,  travelling, 
and  the  like.  Moreover,  the  remarkable  vitality  of  the 
organization  has  been  repeatedly  demonstrated  by  severest 
trials ;  and  yet,  with  all  the  constant  and  untiring  efforts 
of  the  General  Secretary  and  of  the  branches  themselves, 
it  has  never  been  possible  to  secure  above  half  the  eligible 
members  in  the  trade.    With  12,000  in  the  society,  an 
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actual  census  has  shown  as  many  more  outside,  a  very 
large  proportion  of  whom  know  they  would  be  welcomed 
witii  open  arms.  These  men  —  intelligent,  skilled  arti- 
sans—  are  not  to  be  persuaded.  When  trade  is  brisk, 
they  are  too  improvident  to  join  an  expensive  organization 
which  has  not  yet  recovered  from  the  last  period  of  de- 
pression and  is  not  likely  to  help  them  till  the  next; 
when  trade  is  dull,  they  have  no  choice. 

Take  next  the  most  conspicuous  and  energetic  of  all 
the  English  trade  societies,  the  Amalgamated  Engineers. 
The  total  membership  has  been  about  58,000  of  late  years, 
with  a  reserve  fund  of  £8  per  member,  though  it  will 
be  seen  that  the  returns  for  the  first  four  months  of  the 
present  year  show  a  considerable  increase  in  numbers.  It 
was  this  society  which  fought  so  long,  hard,  and  success- 
fully in  the  great  Newcastle  strike  for  a  reduction  of 
hours  in  1871,  and  eight  years  later,  with  rather  less  suc- 
cess, resisted  an  advance  in  hours.  Tet  with  all  the  pres- 
tige of  occasional  success  and  of  numerical  superiority  to 
other  unions,  and  with  all  the  power  of  a  large  reserve 
fund,  the  Engineers  have  never  been  able  to  muster  above 
a  third  of  the  eligible  men  in  their  trade.  Like  the  Iron 
Founders,  they  have  simply  held  their  own,  though  their 
Secretary  has  of  late  been  encouraged  by  large  accessions. 

Turn  now  to  miners,  in  England,  Scotland,  or  Wales. 
Here  is  a  peculiar  set  of  men,  to  whom  the  epithet  skilled 
is  often  very  grudgingly  applied  by  the  uninitiated,  whose 
only  criterion  of  skill  is  the  quality  and  finish  of  the 
article  produced.  The  incompleteness  of  organization  is 
even  more  conspicuous  here.  And  yet  these  sturdy  men, 
with  strong  local  peculiarities  which  reflect  the  conditions 
of  their  work, —  even  to  the  thickness  of  the  seams  and 
the  hardness  of  the  coal  they  hew, —  have  produced  many 
able  leaders  and  played  a  striking  part  in  social  and  polit- 
ical agitation.  Their  members  in  Parliament  are  conspic- 
uous among  what  are  called  labor  leaders,  including,  in 
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is  a  dangerous  thing/*  said  an  old  Lancashire  co-operator, 
in  explanation  of  the  rather  sordid  inconsistencies  between 
the  profession  and  the  practice  of  coK)perators;  and  surely, 
however  hardly  the  rich  man  enters  the  kingdom,  the  man 
who  is  just  getting  rich  will  have  to  squeeze  more  hardly 
still.  Nevertheless,  the  compensation  for  all  this  case- 
hardening  of  business  relations,  denied  in  one  way,  has 
unexpectedly  come  in  another.  For  these  same  joint 
stock  companies,  by  the  publicity  of  their  balance  sheets 
and  the  actual  participation  of  workiogmen  shareholders, 
have  furnished  the  unions  a  basis  of  tsLCt  for  their  de- 
mands,—  an  actual  knowledge  of  business  methods,  fluct- 
uations in  markets  and  profits,  and  a  thousand  and  one 
details  of  inestimable  value  in  enabling  them,  on  the  one 
hand  to  make  good  their  demands  for  better  wages, 
shorter  hours,  and  more  considerate  treatment,  and  on  the 
other  to  avoid  the  discredit  and  disaster  of  unjust  and 
tmreasonable  demands.  Indeed,  the  chief  debt  which 
trades-unions  owe  to  co-operative  production  and  the  va- 
rious forms  of  profit^haring  and  partnership  enterprise,  is 
for  contributions  to  experience  and  information  which 
enable  a  comparatively  small  body  of  artisans  often  to 
exert  great  influence  by  well-timed  and  well-calculated 
demands. 

Not  only  is  this  knowledge,  based  upon  experience  and 
armed  with  documentacy  proof,  of  immense  importance 
in  the  immediate  relations  of  employer  and  employed :  it 
also  sets  in  motion  the  still  more  potent  engine  of  public 
opinion;  for,  in  matters  of  trade  and  business,  public 
opinion  is  the  opinion  of  men  who  are  not  mere  disinter- 
ested spectators,  but  in  one  capacity  or  another  are  parties 
to  all  industrial  transactions.  How  potent  a  friend  it  is 
when  once  enlisted  in  behalf  of  any  class  interest,  and  how 
easily  it  may  be  forfeited  by  ignorance  and  blundering, 
may  be  seen  in  the  recent  history  of  English  and  American 
trade  organizations.    To  their  credit,  the  English  unions 
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haye  thus  £ar  retained  the  confidence  that  slowly  sup- 
planted the  profound  distrust  which  preceded  the  report 
of  the  Parliamentary  Committee  which  investigated  the 
She£Beld  outrages  in  1867.  The  tangible  form  which  its 
assistance  sometimes  takes  is  seen  in  the  active  support 
given  by  public  men — sometimes  members  of  Parliament, 
who  could  scarcely  be  accused  of  posing  as  labor  repre- 
sentatives—  in  speeches,  through  the  press,  and  even  in 
more  negotiable  aid  of  what  seems  to  them  a  just  demand 
by  the  workmen  in  one  of  the  great  coal  or  iron  districts. 
I  have  spoken  of  the  way  in  which  better  information 
checks  the  tendency  to  exaggeration  in  regard  to  foreign 
competition  and  the  probable  loss  of  industrial  supremacy 
through  the  short  hours  and  better  payment  demanded  by 
English  unions*  It  is  almost  ludicrous  to  recall  the  part 
which  this  ancient  cry  has  played  in  labor  agitation  and 
legislation  in  England.  There  is  a  not  very  dusty  tradi- 
tion to  the  effect  that  no  other  country  has  any  right  to 
manufacture  anything;  and  even  now  there  are  extant 
specimens  of  the  type  of  manufEtcturer  who  believes  that 
in  the  beginning  Grod  made  England  to  be  the  workshop 
of  the  world,  and  the  world  to  be  the  market  thereof^  and 
that  modem  innovations  in  this  divinely  preordained 
arrangement  have  for  the  most  part  been  due  to  the 
impious  conduct  of  labor  organizations.  Therefore,  partly 
because  they  believed  it  and  partly  because  they  thought 
it  good  for  the  working  people,  a  portion  of  the  business 
men  in  England  have  always  been  periodically  haunted  by 
the  ghost  of  foreign  competition.  Thus  far,  it  has  gener- 
ally proved  a  Jack-in-the-box  affair,  easily  crushed  back 
into  place  and  sat  upon  until  there  was  occasion  to  let  it 
rise  again  for  the  edification  of  the  too  ambitious  work- 
man ;  and  no  one  was  seriously  deceived,  least  of  all  the 
people  whom  it  was  hoped  to  instruct.  But  of  late  years 
the  thing  seems  less  inclined  to  **down,''  and  even  the 
trades-unions  themselves  are  beginning  to  think  there  may 
be  something  in  it. 
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The  intematioiial  division  of  labor  in  which  England 
haa  taken  the  lead  has  made  her  the  workshop  of  the 
world,  perhaps ;  but  it  is  beooming  more  evident  that  the 
foreign  and  domestic  policy  of  the  world's  workshop  must 
be  dictated  by  a  proper  regard  for  the  good  will  of  its 
customers.  Things  must  be  made  cheap,  as  well  as  good ; 
and,  wherever  labor  is  an  important  item  in  the  cost  of 
the  finished  product,  the  workman  must  be  absolutely 
sure  that  his  greater  efBciency  atones  for  whatever  advan- 
tages he  has  over  workmen  in  competing  countries, — in 
wages,  hours  of  labor,  or  sanitary  regulations.  To  a$nime 
that  this  compensation  exists  in  face  of  the  longer  hours, 
increasing  efBciency,  smaller  pay,  and  the  imported  Eng- 
lish machinery  in  some  parts  of  the  CSontinent,  seems 
rather  dangerous ;  and  the  trades-unions  no  longer  make 
the  assumption.  Consequently,  we  find  the  General  Secre- 
tary of  the  Amalgamated  Cotton  Spinners,  in  the  Annual 
Report  for  1887,  defending  the  refusal  of  the  executive 
committee  to  comply  with  the  suggestion  of  the  previous 
Congress  for  a  general  baUot  of  the  societies  on  the  eigh^ 
hour  question  on  the  following  grounds :  — 

Every  workman  [he  Mys]  is,  in  the  abstract,  in  favor  of  redncing 
his  working  time.  It  will,  howeyer,  readOy  occur  to  all  minds  that  it 
would  be  worse  than  foolishness  to  reduce  our  working  hours  until 
our  Continental  and  American  competitors  had  come  to  something  near 
our  lerel.  [And  again  :]^  We  know  that  plenty  of  workmen  would 
support  an  eight-hours  bill,  if  overtime  were  allowed,  as  they  would 
then  as  now  get  an  extra  price  for  overtime.  An  indication  that 
workmen  are  ready  for  an  eight-hours  working  day  will  be  when  all 
overtime,  except  for  repairs,  is  abolished.  Even  then  we  shall  not  be 
justified  in  adopting  it  unless  it  b  simultaneously  adopted  by  at  least 
half  a  dozen  other  nations  who  have  well-developed  industries.  Under 
the  circumstances,  we  feel  assured  that  you  will  indOTse  the  action 
of  your  council  in  refusing  to  make  themselves  parties  to  what,  under 
present  conditions,  must  simply  be  a  ridiculous  ,^d«oo. 

It  is  not  safe,  however,  to  draw  the  hasty  inference  that 
the  missionary  interest  in  foreign  labor,  so  often  observed^ 
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Bprings  firom  this  peculiar,  enlightened  self-intereet.  The 
^international'*  dream  has  alwajrs  more  or  less  disturbed 
the  rest  of  the  least  romantic  labor  organizations;  and, 
even  as  recently  as  1888  and  1886,  English  trades-union 
delegates  attended  international  congresses  at  Paris. 
Still,  whatever  their  dreams,  the  English  unions  hare 
seldom  allowed  any  purely  sentimental  impulses  to  get  the 
better  of  their  caution  of  late  years ;  and  this  persistent 
interest  in  foreign  organizations  contrasts  rather  strikingly 
with  the  contemptuous  way  in  which  they  would  be  likely 
to  treat  similar  organizations  at  home.  For  many  of 
the  organizations  represented  at  the  London  Congress  in 
November,  1888,  could  be  called  traded^niani  only  by 
courtesy  of  definition,  which  included  schoolmasters  as 
well  as  navvies;  and,  still  worse,  they  were  full  of  the 
Frenchy  enthusiasm  for  things  in  general  and  the  same 
heretical  belief  in  legislative  omnipotence  that  has  made 
socialism  such  a  thorn  in  the  flesh  to  English  unions. 
And  it  is  further  significant  that,  in  spite  of  the  unsatis- 
factory character  of  these  deliberations  in  London,  and  in 
the  face  of  the  refusal  of  the  Parliamentary  C!ommittee  to 
take  any  interest  in  the  proposed  Congress  to  be  held  in 
Paris  during  the  summer  of  1889,  a  considerable  number 
of  English  unions  have  already  determined  to  send  dele- 
gates to  this  next  assembly. 

With  regard  to  the  future  internal  or  administrative 
policy  of  the  unions  as  great  benefit  societies,  it  is  only 
necessary  to  add  a  word  touching  the  charge  of  actuarial 
unsoundness  which  is  most  frequently  brought  in  connec- 
tion with  the  provisions  for  superannuation.  We  saw  at 
the  beginning  that  in  comparatively  recent  years  the  di£B- 
culties  of  keeping  up  a  purely  offensive  and  defensive 
organization  had  brought  many  of  the  unions  back  nearer 
their  old  allies,  the  friendly  societies,  and  emphasized  the 
friendly  benefits  in  proportion  as  the  expenditure  for  trade 
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disputes  seemed  less  important.  Unfortunately,  in  the 
most  important  and  most  difficult  of  all  these  benefits, 
superannuation,  their  self-confidence  and  zeal  have  long 
carried  the  societies  far  beyond  the  actuarial  possibili- 
ties of  the  provisions  for  assessment,  so  that  this  benefit 
has  been  a  constantly  increasing  burden.  The  danger 
was  pointed  out  by  friends  and  enemies  alike  years  ago, 
and  the  experience  of  the  six  societies  shown  in  the 
table  *  shows  the  universal  tendency  towards  greater  em- 
barrassments. A  single  extract  from  the  report  of  the 
Iron  Founders  for  1887  will  suffice  to  show  the  anxiety 
which  this  benefit  causes:  — 

Supercumuatian. —  The  cost  of  this  benefit  is  constantly  and  oon- 
tinuslly  increasing;  but  we  have  so  many  times  brought  the  matter 
before  our  members'  notice,  and  so  little  has  been  effected,  that  we 
are  not  over-anxioos  to  deal  with  the  qaestion  in  our  reports.  It  may 
be  taken  as  a  certainty  that  it  will  have  to  be  dealt  with,  and  before 
very  long,  or  the  effects  will  show  themselTes  more  visible  year  by 
year.  A  question  of  such  magnitude  as  this  should  not  be  d^t  with 
entirely  from  a  sympathetic  feeling  and  spirit,  but  any  settlement  or 
arrangements  which  at  any  time  may  be  made  should  be  based  on 
actuarial  calculation.  ...  In  1871,  the  cost  of  this  benefit  was  £1,792, 
or  three  farthings  per  member  per  week;  in  1882,  the  cost  was 
£4,786,  or  twopence  per  member  per  week ;  while  in  1887  the  cost 
was  £7,602,  costing  over  threepence  per  member  per  week. . .  .  The 
special  attention  of  all  our  members  should  be  devoted  to  this  part  of 
our  system ;  for,  If  by  our  efforts  we  can  make  the  benefit  stable, 
a  grMt  good  will  hare  been  done  for  future  generations. 

It  would  seem  safe  to  predict  from  these  figures  that 
young  men  would  hesitate  to  enter  a  union  with  this  pros- 
pect of  an  increasing  burden  of  superannuated  members ; 
and  yet  the  figures  for  1888  show  little  or  no  hesitation 
on  this  ground.  During  the  year,  250  men  came  upon 
the  superannuation  benefit,  56  of  them  having  been  in 
the  society  over  40  years, —  an  indication  of  the  way  in 
which  laws  for  better  sanitation  and  regulation  of  work- 
shops are  said  to  have  lengthened  the  average  years  of 

*Sm  Table  D,  Appendix. 
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the  organization  itself,  giving  an  outlet  for  energy  in  self- 
help,  and  preventing  any  dangerous  concentration  of 
attention  purely  upon  trade  disputes,  to  say  nothing  of 
the  enormous  educational  discipline  involved  in  these 
added  responsibilities.  The  trades-unions,  moreover,  have 
no  formidable  competitors  in  the  unique  and  characteristic 
benefit  which,  as  trade  societieft,  they  are  specially  adapted 
to  administer, —  the  out-of-work  or  donation  benefit,  to 
which  attention  has  been  repeatedly  directed  in  the  sta- 
tistics given  above.  From  its  peculiar  fluctuations  and 
liabilities  to  abuse,  this  benefit  cannot  well  be  adminis- 
tered by  anything  but  a  trade  society,  stimulated  by  all 
the  incentives  of  personal  economy  in  detecting  imposi- 
tion, and  aided  by  intimate  knowledge  of  the  special  con- 
ditions of  each  trade  in  seeking  employment  for  those  who 
are  idle.  It  is  this  benefit  which  we  found  to  be  the 
backbone  of  the  most  representative  of  the  trades-unions, 
deriving  peculiar  economic  significance  from  its  relation 
to  periodic  fluctuations  and  seasonal  activity  of  trade. 

Edward  CxnoaKos. 
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Thb  direct  tax  laid  bj  the  act  of  Ciongrees  of  August  5, 
1861,  was  the  fifth  levy  which  has  been  made  under  the 
provisions  of  the  CSonstitution,  requiring  that  **  represen- 
tation and  direct  taxes  shall  be  apportioned  among  the 
several  States  .  •  •  according  to  their  respective  numbers.** 
There  would  be  little  risk  in  predicting  that  this  will  also 
be  the  last  resort  to  a  method  of  taxation  which  the 
framers  of  the  Constitution  thought  important  enough  to 
hold  a  place  in  one  of  the  difficult  compromises  embodied 
in  that  instrument.  The  insufficiency  of  the  method  for 
revenue  purposes,  the  confusion  which  has  arisen  as  to  the 
meaning  and  incidence  of  a  direct  tax  under  the  Constitu- 
tion, the  extraordinary  inequalities  which  grew  out  of  the 
circumstances  under  which  the  last  levy  was  made,  and 
the  really  insoluble  questions  raised  as  to  the  effect  which 
refunding  the  tax  would  have  in  mitigating  or  aggravating 
those  inequalities,  make  it  altogether  probable  that,  in  any 
future  stress  of  fortune,  relief  for  the  Treasury  will  be 
sought  anywhere  else  rather  than  in  a  resort  to  this  dis- 
credited source. 

The  phrase  ** direct  taxation"  appears  to  have  been 
introduced  in  the  Convention  of  1787  by  Grouvemeur 
Morris,  on  July  12,*  when  he  made  the  motion,  which 
was  carried,  "that  direct  taxation  ought  to  be  propor- 
tioned to  representation."  The  Convention,  perhaps,  had 
no  clear  opinion  as  to  the  precise  meaning  of  the  words 
here  used;  f  but  it  is  plain  that  Morris  had  in  mind  some 

*  The  use  of  the  same  exprearion  in  what  pnipoits  to  be  the  draft  of  a 
C<»iBtitatioii  offered  b j  Mr.  Pmoknej,  Maj  29,  need  not  be  considered,  in  view 
of  the  plainly  garbled  text  of  that  doenment.    EUiot,  Debates^  t.  130,  578. 

fThns,  on  Angnst  20,  when  the  report  of  the  Committee  of  Detail  waa 
under  diacnaBion,  **  Mr.  King  aaked  what  waa  the  preoiae  meaning'  of  direet 
taxadon.    No  one  aiMwered."    Madison's  DAates^  in  Elliot,  v.  451. 
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well-marked  distinction  between  direct  and  indirect  taxes. 
He  had  proposed  at  first  simply  that  ^  taxation  shall  be  in 
proportion  to  representation."  To  this  it  was  objected 
that,  although  just,  this  plan  might  be  embarrassing  and 
^  might  drive  the  legislature  to  the  plan  of  requisitions  ** ; 
and  Morris  thereupon,  admitting  that  objections  were 
possible,  *^  supposed  they  would  be  removed  by  restraining 
the  rule  to  direct  taxation.  With  regard  to  indirect  taxes 
on  exports  and  imports  and  on  consumption,  the  rule 
would  be  inapplicable.**  Wilson  also  saw  no  way  of 
carrying  Morris's  plan  into  execution,  **  unless  restrained 
to  direct  taxation  ** ;  and  Morris  then  modified  his  motion, 
with  the  result  that  the  phrase  ^*  direct  taxes  '*  passed  into 
the  Constitution.*  It  is  clear  that  in  Morris's  under- 
standing, and  in  Wilson's  as  well,  none  but  direct  taxes 
could  be  levied  by  an  apportionment  among  the  States, 
the  others  named  reqiiiring  to  be  laid  by  a  general  rate. 
From  what  source,  then,  did  Morris  and  Wilson  derive 
this  classification,  which  set  down  as  direct  certain  taxes 
having  this  convenient  characteristio  of  being  readily 
apportioned  among  the  States  ?  The  answer  to  this  ques- 
tion is,  no  doubt,  to  be  found  in  Hamilton's  suggestion 
that  the  writings  of  the  French  economists  of  the  eigh- 
teenth century  were  the  souroe.f  The  doctrine  that 
agriculture  is  the  only  productive  employment,  and  that 
the  net  product  from  land,  to  be  found  in  the  hands  of 
the  land-owner,  is  the  only  fund  from  which  taxation  can 
draw  without  impoverishing  society,  led  them  to  class 
taxes  habitually  as  direct,  when  laid  immediately  upon 
the  land-owner,  and  as  indirect,  when  laid  upon  somebody 
else,  but  in  their  opinion  destined  to  be  borne  by  the  land- 
owner ultimately.  This  distinction  between  direct  and 
indirect  taxation,  resting  upon  the  supposed  method  of; 
incidence  upon  a  single  class  of  persons,  is  fully  developed 

•EIHot,T.d02. 

tSMhk  brief  m  eounael  for  the  Umtod  States  in  the  Cfuoiaff*  Tax  eaM, 
B^kom  T.  United  8tate$,  HMirilton^e  Works,  rii.  840. 
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I  and  used  by  Qnesnaj,  Mercier  de  la  Riyidie,  Dupont  de 
Nemours,  and  Tuigot.  It  was  a  necessaij  result  of  their 
reasoning,  became  familiar  in  all  the  discussions  of  the 
school  in  France,  and,  we  can  hardly  doubt,  was  carried 
to  the  knowledge  of  readers  in  political  science  in  other 
countries,  during  the  short-lived  pre-eminence  of  the 
Physiocrats.*    As  for  the  kinds  of  taxes  to  be  classed  as 

^direct,  there  was  not  complete  agreement.  Necessarily, 
jtaxes  upon  land  or  its  returns  were  set  down  as  direct 

/taxes,  and  so  too,  taxes  upon  commoditieB,  or  consump- 

!  tion,  were  called  indirect.  Taxes  upon  persons,  howeyer, 
do  not  appear  to  be  regarded  by  Quesnay,  Dupont  de  Ne- 
mours, or  Mender  de  la  Rividre  as  direct.  The  writer  last 
named,  after  saying  that  the  fund  for  taxation  is  in  the 
hands  of  the  land-owner,  and  that  to  draw  from  it  other- 
wise than  directly  is  a  subversion  of  the  natural  order  of 
society,  lays  down  the  principle  tha^^^la  forme  de  Timpdt 
est  indirecte  lorsqu'il  est  ^tabli  ou  sur  les  personnes- 
mdmes  ou  sur  les  choses  commerciables."  f  In  Turgot's 
writings,  however,  we  find  taxes  upon  persons  occasion- 
ally classed  as  direct.  Thus,  in  his  PUm  cTun  Mfmaire 
9ur  le$  ImponttofiB^X  he  says  of  the  forms  of  taxation:  — 

Iln'yenaquetroispoaaibles:—     ^    r^  c^  wC  U^.  cf' C**' "-''"'*  ^^^^^'"^  * 
La  direote  tur  les  fonds.  (^'^♦^  r  »"*"  *  V<^  ^n-*      t"  - 

La  directe  8ar  les  DeraonneB,  qui  devient  nn  impdt  sur  rexploita- 

L'imposition  indireote,  ou  sur  les  oonsommations. 

And  in  the  fragment  which  we  have  of  his  Oomparai$on 
de  V Impdt  iur  le  Bevenu  de$  PropriStaires  et  de  rjbnpdt  eur 

*  Adam  Smith  did  not  adopt  their  use  of  diveot  and  indirect,  beeaoae  he 
vejeoted  the  reasoning  on  idiioh  it  rested ;  and  he  does  not  i4>pear  to  hare 
focmallj  olaasified  taxes  under  these  heads  npon  any  other  principle,  ahhooirh 
he  occaekmaJly  uses  the  terms  **  direct,"  **  directly,"  and  their  c^posites,  with 
a  near  approach  to  their  modem  use. 

IVOrdreNaturd  de$  8ocUU$Poiitiqye$,inJHht^Bl^hl^^  For 

Qaesnay*8  nse  of  the  terms  in  qnestion,  see  Daire,  i.  83, 127 ;  and  for  Di^HMt 
de  Nemours',  Ond.,  ii.  3S4-368. 

|Daire,i.  394;  and  see  also  306.  A         •  >L  ^      L-PjK,i^ 
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let  Cimtommottotw,*  a  memoir  prepared  for  the  use  of 
Franklin,  a  careful  analysis  of  the  same  purport  is  made, 
although  the  point  of  formal  classification  is  not  reached. 
Of  all  writers  upon  economics  in  1787,t  Turgot  was  per- . 
haps  the  one  most  likely  to  have  the  ear  of  American  read-/ 
ers;  and,  of  Americans,  Gouvemeur  Morris  and  James\ 
Wilson  were  as  likely  as  any  to  give  him  their  attention.  \ 
The  former  had  already  formed  that  fEmiiliar  acquaintance 
with  French  literature  and  politics  which  made  his  singular 
career  in  Paris  possible  a  few  years  later,  and  Wilson  had 
been  from  1779  to  1788  accredited  as  advocate-general  of 
the  French  nation  in  the  United  States.  There  was,  then, 
an  easy  and  a  probable  French  source  for  the  meaning  which 
they  both  attached  to  the  phrase  introduced  by  Morris. 
'  It  is  to  be  observed,  also,  that  there  were  some  well- 
known  precedents  for  levying  by  apportionment  such 
taxes  as  those  which  Morris  and  Wilson  probably  had  in 
mind.  The  French  tailU  rSelle^  a  tax  on  the  income  of 
real  property,  was  laid  by  apportioning  a  fixed  sum  among 
the  provinces  and  requiring  from  each  its  quota,  as  has 
been  the  practice  in  levying  its  substitute,  the  impSt 
fonder^  ever  since  1790.  The  capitation  was  also  levied 
in  France,  before  the  Revolution,  in  the  same  manner. 
The  English  land  tax,  established  under  William  III.,  had 
for  ninety  years  presented  an  example  of  apportionment 
among  counties  and  other  subdivisions,  leaving  the  rate 
for  each  locality  to  be  settled  at  the  point  necessaiy  to 
give  the  due  quota.  Other  contemporary  examples  could 
easily  be  cited;  but  these  are  enough  for  the  present  pur- 
pose, being  necessarily  familiar  in  this  country  in  1787, 
and  likely  to  have  a  strong  influence.  | 

t  Dapoat  de  Nemoort  pulilkhad  lib  Mhtoireg  tw  la  Vie  et  U$  Omiragtt  d4 
Jf.  2Wi^  (16DIO,  2  parti,  pp.  IM  and  216),  in  FhiladdphU  and  Ptek,  in  1782, 
ihm  TMT  after  Tufot'i  daath.    See  HiUUlmni,  Iwnct  </  tke  Prem  in  Pe$mtifl' 


IFor^a  taOU  and  eajwColUMi,  sm Plaod,  Xa  .FVaiice  m  1789,  287 ;  DeP^ 
wk&a^IMUtUPImpdi^  12^103.    Tha  A«t  of  1763  ^portioni]«  the  Ei^^idi 
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peraonal  property  by  general  valuation,  but  remarked  tbat, 
in  the  practical  construction  of  the  Constitution  by  Con- 
gress, direct  taxes  had  been  limited  to  land  and  capitation 
taxes,  and  that  this  construction  was  entitled  to  great 
consideration  in  the  absence  of  anything  adverse  to  it  in 
the  discussions  of  the  Federal  Convention  or  of  the  State 
Conventions  which  ratified  the  Constitution.  Finally, 
when  the  whole  subject  was  reviewed  in  the  case  of 
JSpringer  v.  United  States^*  Mr.  Justice  Swayne,  giving 
the  opinion  of  the  court,  declared  it  to  be  their  conclusion 
^that  direct  taxes,  within  the  meaning  of  the  Constitu- 
tion, are  only  capitation  taxes,  as  expressed  in  that  instru-  < 
ment,  and  taxes  on  real  estate.'*  The  judicial  interpreta- ' 
tion  of  the  phrase,  **  direct  taxes,''  is  well  settled  therefore, 
and  in  dose  accordance  with  the  usage  found  in  the  writ- 
ings of  the  French  economists  of  the  last  century. 

The  acts  of  1798  f  established  the  general  plan  on  which 
all  succeeding  direct  taxes  have  been  levied.  These  acts 
apportioned  the  total  sum  of  two  millions  of  dollars  among 
the  States,  divided  them  all  into  convenient  divisions, 
placed  every  division  under  a  commissioner,  and  provided 
the  requisite  array  of  principal  and  assistant  assessors, 
collectors,  supervisors,  and  inspectors.  The  quota  of  every 
State  was  to  be  assessed  upon  houses,  lands,  dwelling* 
houses,  and  slaves.  Houses  were  to  be  assessed  according 
to  a  classified  valuation  at  rates  fixed  for  the  whole  Union, 
and  slaves  were  to  be  assessed  fifty  cents  per  head,  if  be- 
tween twelve  and  fifty  years  of  age ;  and  so  much  of  the 
quota  of  any  State  as  was  not  covered  by  the  levy  upon 
houses  and  slaves  was  to  be  assessed  upon  lands  and  im* 


*102Uirfted  SMw,686.  TUi  wm  »  eaM  anibv  «Dd«r  Hm  A«t  of  1864 
kjinr  an  Ibmibm  tax,  the  plaintiff  ia  arrar  maiataiainf  tliat  thia,  aa  a  ditaet 
it^Aatdd  hara  baan  apportioaad  amonr  the  Stataa.  ndar  IIm  pvorriaiaMaf 
Mia  CoaalitalicHi. 

t ThaAat  of  Jiily  9,1799,1  Sei«Ml««tfXarye,  860,  pfOTidad  fbr^aTaloi^ 
tioB  of  taiabla  objaeti ;  and  tliat  of  July  14,  ibid.,  607,  proridad  for  Hm  appor- 
^  and  eoUaotkm. 
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p^yements  at  such  rates  as  might  be  required  to  make  up 
the  defioieuoj.*  The  tax  was  to  be  a  lien  upon  the  real 
estate  and  slaves  of  the  person  assessed  for  two  years  from 
the  date  when  it  became  payable,  and  collection  could  be 
enforced  by  distraint  and  sale  of  personal  effects.  Wol- 
cott  had  suggested,  but  had  also  disapproved,  a  plan  for 
fixing  a  time  at  which  a  State  might  pay  its  quota  into  the 
Treasury  and  for  prescribing  collection  by  the  authority 
of  the  United  States  **in  cases  of  delinquency."  f  But 
no  trace  of  any  such  plan  is  to  be  found  in  tiie  acts  of 
1798.  Beyond  the  bare  apportionment,  the  States  are  not 
recognized  except  as  mere  geographical  divisions.  The 
acts  provide  solely  for  levy  by  the  Federal  Government 
upon  its  citizens,  tiie  individual  tax-payer  is  the  only  pady 
responsible,  and  no  authority  stands  or  can  interpose  be- 
tween him  and  his  government. 

The  framers  of  the  direct  tax  acts  of  1818  %  followed  in 
general  the  lines  laid  down  in  1798.  Comparison  of  the 
acts  will  show  revision  and  rearrangement  and  perhaps 
simplification  of  the  system,  but  no  serious  change  of 
theory.  The  tax  of  three  millions  is  apportioned  to  the 
counties  in  every  State,  and  it  is  provided  that  the  State 
legislature  may  by  act  vary  the  county  quotas,  provided 
such  alterations  are  duly  certified  to  the  Secretary  of  the 


*lliis  x«ndiud  a«e«ment  upoa  lands  oloaely  reMmbl«t  the  metiiod 
adopted  in  ■■wing  the  group  of  taxes  of  which  ihe  English  land  tax  is  the 
rarriral.  See  10  William  IIL,  o.  9  (RoUe  ed.) ;  and  Aot  of  1763, 4  George  IIL, 
o.  2,  §1  3,  4  (Rnffhead). 

t  This  plan,  he  says,  **  paitakee  of  the  sjstem  of  reqnimtions  upon  the 
States,  which  ntterlj  fiuled  onder  the  late  confederation,  and  to  remedy  which 
was  one  great  object  of  establishing  the  present  goTemment.**  State  Papen 
on  Finance^  i.  496. 

I  The  Act  of  Jnlj  22, 1813,  3  8kityte$  at  Large,  22,  proTidos  for  the  sssess 
nent  and  coUection,  and  that  of  Angnst  2,  i6uf.,  53,  for  the  i4>portionment. 
Gallaiin  sailed  for  Europe  in  Maj,  1813,  bnt  it  seems  probable  that  the  direct 
tax  bills  of  that  year  were  among  the  biUs  spoken  of  in  his  letter  of  Jone  10, 
1812,  as  already  prepared  in  answer  to  a  request  from  the  Committee  of  Ways 
and  Means.  Udd,,  614.  It  is  interesting  to  obseire  that,  in  January,  1812, 
Gallatin  appears  to  ha^e  lost  his  hold  <m  the  strict  definition  of  direct  taxes 
under  the  Constitution.    Ibid,,  525. 
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Treasury;  but  the  levy  according  to  such  alterations  is 
made  by  yirtue  of  the  act  of  Oongress,  and  not  under  the 
act  of  die  State  legislature.*  The  tax  is  to  be  levied  on 
the  yalue  of  lands,  houses,  and  slaves,  **  at  the  rate  each  of 
them  is  worth  in  money,''  abandoning  the  peculiar  method 
of  a  residual  assessment  upon  land,  adopted  in  1798;  and 
the  provisions  as  to  enforcement  by  lien  and  distress 
remain  as  before.  In  short,  the  theory  of  the  acts  of 
1818  continues  to  be  that  of  a  levy  by  the  general  gov- 
ernment upon  the  individual  citizen,  in  no  way  different 
in  principle  from  any  case  of  national  internal  taxation. 
With  a  wise  regard  to  convenience,  however,  the  appor- 
tioning act  provided  that  any  State  *^  may  pay  its  quota 
into  the  TrMsury  of  the  United  States,"  and  thus  secure 
a  deduction  of  fifteen  per  cent.,  by  paying  before  Feb- 
ruary 10,  1814,  or  of  ten  per  cent.,  by  paying  before 
May  1;  **and  no  further  proceedings  shall  thereafter  be 
had  under  this  act  in  such  State.''  The  option  thus 
allowed  to  the  States  did  not,  however,  change  the  char- 
acter of  the  tax  as  a  tax  upon  individuals,  or  make  it 
a  tax  upon  States.  Seven  States  assumed  the  payment  of 
their  quotas  ;t  but  the  other  eleven,  in  which  the  collection 
by  federal  officers  was  made  as  originally  provided,  were 
not  for  that  reason  in  any  sense  delinquent  as  States,  nor 
did  they  thereby  fail  in  any  obligation  to  be  found  in  the 
acts  of  Congress  or  elsewhere. 

The  act  of  1815,  which  provided  for  an  annual  tax  of 
six  millions  of  dollars,  is  to  a  considerable  extent  a  literal 
transcript  from  the  two  acts  of  1818,  with  such  amend- 
ments in  detail  as  experience  or  the  proposed  permanency 
of  the  tax  required,  but  with  no  change  in  theory  or  in 
general  procedure.    And  no  change  was  made  by  the  act 

*|6of  liMAet  of  Ai«wt  2,1813,3  S(atiilM«tfXarv«,  71.  For  the  painful 
«Aoii  of  the  CommitUe  of  WajB  aad  Umm  to  amre  at  a  oona^jr  mppogHotf 
»•■*,  tee  tiMir  fopori,  SUxU  Paptn  om  Fiymce^  it  SSS. 

^SiaUPaptn  on  Finamee^  iL  860. 
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of  1816,*  which  aimply  repealed  the  piOYision  for  an 
Aimiial  tax,  and  laid  instead  a  tax  of  three  miUions  ficMr 
the  current  year.  In  1815,  and  also  in  1816,  four  Statea 
assnmed  the  payment  of  their  quotas;  and  the  collection 
was  made  by  the  United  States  in  ihe  other  fourteen. 

When  the  levy  of  direct  taxation  by  apportionment 
was  resorted  to  for  the  fifth  time,  in  1861,  Congress  found 
most  of  the  work  of  legislation  done  for  it  in  adyance. 
The  first  revenue  measure  of  the  war  provided  for  aa 
annual  direct  tax  of  twenty  millions,!  to  be  laid  on  the 
value  of  lands  with  their  improvements  and  dwelling- 
houses,  ^^at  the  rate  each  of  them  is  worth  in  money.'* 
In  its  general  scheme  and  in  its  details,  the  act  of  1861 
was  a  revised  transcript  of  the  acts  of  1818  and  1816. 
The  theory  enunciated  in  HyUon  v.  United  Staie%  was 
unfamiliar  to  many  members;  and  the  Committee  of  Ways 
and  Means  had  to  labor  in  debate  with  representatives 
who  wished  to  include  personal  estate,  or  incomes,  among 
the  objects  of  taxation.  The  Committee  itself  at  first 
treated  slaves  as  taxable  property,  as  was  done  in  the 
earlier  acts.  But,  in  its  careful  provision  for  dealing  di- 
rectly with  the  individual  citizen  of  the  United  States 
and  for  enforcing  a  direct  lien  upon  his  property,  the  law 
of  1861  follows  the  earlier  legislation,  section  by  section. 
It  makes  the  same  provision  for  an  assumption  of  quotas 
by  the  respective  States  at  their  pleasure,  providing  that 
any  State  may  give  notice  of  its  intention  *^to  assume 
and  pay,  or  to  assess,  collect,  and  pay,*'  the  direct  tax, 
and  upon  pajrment  be  entitied  to  a  deduction  of  fifteen 
per  cent,  in  lieu  of  the  costs  of  assessment  and  collection. 
The  date  for  giving  this  notice  was  the  second  Tuesday 
of  February,  1862,  and  the  expectation  that  the  States 
would  use  this  option  was  so  strong  that  the  act  post- 

*TheAoto£  JaiiiiM7  9,1815,  Z8iabtU»  at  Large,  1U\  ^Aet  of  March 
6, 1816,  ibid,,  2S5. 

t  The  Act  of  August  5, 1861, 12  SuOuUb  at  Large,  294. 
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poned  the  appointment  of  assessors  and  coUeotors  nntO 
that  day.  But  the  greater  completeness  of  the  optioixal 
arrangement  does  not  appear  to  import  any  change  in  the 
real  bearing  of  the  act  as  laying  a  tax  upon  indiinldnal 
citizens. 

The  recommendation  of  this  tax  to  the  attention  of 
Congress  by  Secretary  Chase,  in  his  report  of  Jnly  4, 1861, 
did  not  imply  any  strong  reliance  upon  it.  Mr.  Chase 
advised  the  raisiDg  of  ^^  twenty  millions,  for  the  current 
year  at  least,  by  direct  taxes  or  from  internal  duties  or 
excises,  or  from  both."  It  is  probable  that  both  the  Sec- 
retary in  giving  this  advice  and  Congress  in  improving 
upon  it  were  influenced  by  the  fact  that  the  earlier  leg^ 
islation  on  direct  taxation  could  be  made  available 
quickly,*  and  that  time  was  needed  for  the  study  of  any 
broader  system  of  internal  taxes.  The  direct  tax  had, 
in  fact,  far  less  to  recommend  it  in  1861  than  at  the  be- 
ginning of  the  century.  The  inequality  of  apportionment 
according  to  population,  serious  enough  at  first,  had  been 
increased  by  the  concentration  of  wealth  in  the  commer- 
cial and  manufacturing  States.  Only  the  smallness  of 
the  sum  to  be  raised  made  a  special  assessment  upon  one 
species  of  property  tolerable,  in  a  country  where  personal 
property  had  multiplied  so  greatly.  And,  finally,  the 
slowness  of  the  method,  amply  shown  by  four  trials,  un- 
fitted it  for  an  occasion  when  promptness  of  supply  was 
of  the  last  consequence.  But  all  of  the  action  at  the 
special  session  of  1861  was  essentially  provisional,  and 
both  for  the  Secretary  and  for  Congress  it  was  a  wel- 
come reflection  that  twelve  or  fifteen  millions  could  be 

•  TIm  Chaifiiiui  of  tiia  ComiiihtM  of  Wajs  aad  Umm,  Mr.  TImddtm 
StoTvni.  felt  no  morCifiMitSoii  when  Hr.  Beeeoe  Conkling  etigmAtiied  tiia  bUl 
••  **  mdigeeted."  **  It  mmj  be  eo,  for  it  wm  »  direct  eopy  of  one  drawn  by  » 
woMMk  who  WM  Urn  wiee  than  oar  eritiee  are  bow.  It  wee  drawn  by  Albert 
Gallatin;  aad  thk  nndigeeted,  ill-eoneidered  biU  ie  an  exaot  eopy  of  hie.*' 
O2o6«,  laei,  p.  807.  Hr.  ColMner,  of  VenDoot,  ranarked  in  die  Senate  that 
**  Ae  biU  ie  neeentielly  the  eame,  in  aU  ite  neientiil  f eatnree,  with  die  Inllbj 
whidi  a  direct  tax  hae  been  laid  four  timee  in  thie  goremment."'  Auf.,  8B8. 
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pajrment  should  be  made  to  the  Treasury  before  July  1, 
1862,  or  of  ten  per  cent.,  if  made  before  October  1,  with 
the  provision  that  such  quotas  might  be  satisfied  by  the 
release  of  liquidated  and  determined  claims  of  equal 
amount  due  to  any  State  or  Territory  by  the  United 
States.  The  settlement  of  the  quotas  by  this  process  of 
offset,  at  a  time  when  every  loyal  State  had  its  account 
against  the  general  government  for  military  services, 
equipments,  or  advances  of  some  sort,  and  the  slow  pas- 
sage of  such  accounts  through  the  forms  of  the  Treasury, 
no  doubt  makes  the  collection  from  the  direct  tax,  as 
given  in  the  published  tables,  appear  much  slower  than  it 
was  in  point  of  fact*  Still,  it  can  probably  be  said  with 
truth  that  the  government  received  nothing  from  the 
direct  tax  during  the  war  which  it  would  not  have  re- 
ceived otherwise.  The  loyal  States  which  paid  their 
quotas  in  services  and  equipments  would  have  raised  as 
many  men  and  have  equipped  them  as  promptly  if  the 
direct  tax  had  never  been  laid.  Their  quotas  ultimately 
gave  the  government  some  facility  for  the  adjustment  of 
their  accounts,  but  the  military  aid  on  which  the  quotas 
were  virtually  expended  was  not  called  out  by  taxation. 
In  Delaware  and  Colorado,  the  tax  was  collected,  after 
some  delay,  by  the  internal  revenue  officers  of  the  United 
States ;  and  tiius,  except  some  trifling  amounts  from  the 
Territories,  the  accounts  of  the  loyal  States  and  Terri- 
tories for  the  direct  tax  were  cleared.  The  amount  as- 
sessed upon  all  the  States  and  Territories,  except  the 
eleven  States  in  insurrection  and  the  Territory  of  Utah, 
was  $15,027,584.  Deducting  the  allowances  made  to 
States  which  advanced  their  quotas,  the  amount  collected 


•TlMbmaaanMlFlnamee  Report  tibUm  tiia  rMaipti  from  dbtet  texM  down  to 
ISTOatloDowi:  — 

1888, $1,796,883  1887, $4,900,284 

'~  1,485,101  1868, 1,788,146 


1864, 475,649       1869, 766,686 

1866, 1,200,573      1870, 239,103 

1866, 1,974,754 
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from  the  loyal  States  and  Territories  appears  to  have  been 
$12,987,806* 

There  remain  the  eleven  States  which  were  in  insurrec- 
tion when  the  tax  was  laid  and  the  Territory  of  Utah. 
More  than  one  of  the  speakers  in  Congress  urged  as  a 
recommendation  of  an  apportioned  tax  that  the  amount 
allotted  to  any  State  in  arms  against  the  goyemment 
could  stand  over  for  ultimate  collection,  and  that  com- 
munities which  refused  to  contribute  to  the  revenue  in 
any  other  form  might  thus  be  made  to  yield  finally  a 
share  of  direct  taxation.  The  act  of  1861  accordingly 
provided  (§62)  that»  if  the  execution  of  the  law  should  be 
prevented  in  any  State  by  rebellion,  it  should  be  the  duty 
of  the  President,  ^  so  soon  as  the  authority  of  the  United 
States  therein  is  re-established,  to  collect  the  sums  due 
from  the  persons  residing  or  holding  property  or  stocks 
therein,''  with  interest  for  delay.  Detailed  provision  was 
made  and  special  machinery  was  established  for  the  same 
purpose  in  1862  by  the  act  of  June  7,  **  for  the  collection 
of  direct  taxes  in  insurrectionary  districts  within  the 
United  States  and  for  other  purposes."  This  act  made 
full  provision  for  the  levy  of  the  tax  in  case  of  partial 
occupation  of  the  territory  of  any  State  by  the  forces  of 
the  United  States.  It  authorized  the  levy  upon  lands  in 
insurrectionary  States  according  to  the  last  State  valua- 
tion, and  charged  every  parcel  accordingly  with  its  pro- 
portion of  the  quota  of  the  State,  and  with  a  penalty  of 
fifty  per  cent,  in  addition,  the  tax  and  penalty  becoming 
a  lien  upon  the  lands  in  all  States  or  parts  of  States 
declared  by  the  President,  by  due  proclamation,  to  be  in 
insurrection.t    A  board  of  three  tax  commissioners  was 

*Th]i  b  the  itatement  for  Febnuuy  18, 1888,  griTen  in  Omg,  Doe.,  1887-88, 
Hou$e  BeporU,  No.  662,  44,  dednetii«  $8,409  OTeipud  hj  Wiaoouin.  It  k 
to  bo  obooited  that  the  fignret  giTon  cannot  bo  reoonoilod  with  procinon, 
the  method!  of  aoooimting  in  the  Treeeoiy  hnTing  been  inoomistent ;  e.y., 
tW.,9,16. 

tThe  piocUunstion  of  July  1,  1862,  declared  in  ineonfection  the  eleren 
States,  with  die  exception  of  thirty-nine  conntiee  of  Yiigima,  comprised  in  the 
inchoate  State  of  West  THiginia. 
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to  be  appointed  for  every  insorreotionary  State,  to  enter 
upon  their  duties  whenever  the  commanding  general  en- 
tering any  such  State  ^^  shall  have  estaBlished  the  military 
authority  of  the  United  States  throughout  any  parish  or 
district  or  county  of  the  same."  Sixty  days  were  allowed 
for  pajrment  by  the  owner  of  any  parcel  of  land  after  the 
amount  of  tax  due  upon  it  should  have  been  fixed ;  and 
thereupon  all  lands  upon  which  the  tax  was  unpaid  be- 
came forfeited,  and  the  commissioners  were  required  to 
advertise  them  for  sale  to  the  highest  bidder  and  to  strike 
them  off  to  the  United  States,  unless  some  person  should 
bid  as  much  as  the  tax,  penalty,  costs,  and  interest  for 
delay  of  payment.  Provision  was  made  for  the  redemp- 
tion of  property  thus  sold,  if  the  owner  or  any  person  in 
interest  should  appear  within  sixty  days  and  make  pay- 
ment, taking  an  oath  to  support  the  Constitution  of  the 
United  States.  Redemption  within  one  year  was  allowed 
to  any  owner  who  should  be  unable  to  make  payment  by 
reason  of  the  insurrection,  and  should  have  taken  no  part 
therein  after  the  passage  of  the  collection  act;  and  two 
years  for  redemption  were  allowed  to  absentees,  aliens, 
or  persons  under  legal  disability. 

Under  the  act  of  June  7,  1862,  commissioners  from 
time  to  time  made  assessments  for  the  direct  tax  in  about 
one-half  of  the  counties  in  the  eleven  States,  and  made 
collections  in  all  those  States,  except  Alabama.*  As- 
sessments were  enforced  by  sales  of  lands  for  taxes  in 
districts  occupied  by  the  federal  forces  untU  the  order  of 
the  Secretary  of  the  Treasury,  on  May  17,  1865,  sus- 
pending all  such  proceedings.  The  sales  were  neces- 
sarily within  narrow  areas,t  and  the  amount  received 

*£eport  ^  ikt  Commaiomer  qfLttemal  Bevenme  tot  1883,  in  Finamee  i{#- 
jMrt,165. 

t  The  mIm  in  YirginiA  w«r»  in  the  ooonties  of  Alezaadzia,  Aoeomeok,  and 
Nocthanqiton,— thet  ie,  near  Weehington  aad  on  the  Eeetem  Shore ;  in  South 
CeivliMS  they  were  eonflned  to  the  periehai  of  St.  Helena  and  St.  Lake,  in 
the  Sea  Uaada ;  in  Florida,  to  St.  Angnetine  and  Femandina ;  in  TenneeMa, 
to  Memphk  ;!aad  in  Arkaneae,  to  Little  Book. 
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of  direct  taxes  in  the  insurrectionary  States,  and  to  turn 
over  the  business  to  the  local  officers  of  internal  revenue. 
A  joint  resolution  of  July  28,  1868,  continued  the  sus- 
pension of  proceedings  until  January  1, 1869 ;  but,  when 
that  day  came,  no  further  measures  were  taken  by  Con- 
gress or  by  the  Executive,  and  thus  the  further  collection 
of  the  tax  was  practically  abandoned.  Attention  to  the 
subject  was  asked  for  by  the  Commissioner  of  Internal 
Revenue  in  1868,*  but  the  subject  had  clearly  become 
too  much  embarrassed  to  be  inviting.  It  is  clear,  however, 
that  down  to  this  time  the  government,  in  collecting  the 
tax,  had  dealt  with  the  individual  tax-payer  precbely  as 
in  all  other  cases  of  taxation.  The  privUege  of  assump- 
tion, allowed  to  the  States  by  the  original  act,  not  having 
been  used,  had  expired  by  its  own  terms;  and,  as  no 
renewal  of  the  offer  was  made  by  the  United  States,  the 
direct  tax  continued  to  be  an  obligation  resting  upon  the 
individual  when  assessed,  secured  perhaps  by  a  lien  upon 
his  land,  but  binding  upon  no  other  person  or  body  of 
persons  whatever. 

It  was,  perhaps,  owing  to  the  expectation  of  an  arrange- 
ment for  the  assumption  of  unpaid  quotas  by  the  South- 
em  States  that  the  First  Comptroller  of  the  Treasury,  in 
a  statement  of  accounts  between  the  general  government 
and  the  several  insurrectionary  States  on  May  20,  1868, 
charged  them  with  their  respective  quotas  as  if  some  legal 
liability  therefor  rested  upon  them.  This  view  of  the 
case,  although  not  uniformly  followed  by  subsequent  oomp- 
troUers,t  appears  for  many  years  to  have  fixed  the  con- 
struction of  the  law  for  the  accounting  officers  in  the 
Treasury.^    The  States  being  charged  each  with  its  un- 

•Sm  Fimm*  Beport  to  1866,  462. 

t  Sm  the  uMxpotiMat  adrcfM  dednon  bj  A.  O.  Portar,  FInt  Comptroller, 
firinff  the  lofielation  from  1796  aad  mneh  doeuntmltMxj  mftttor,  SenaU  Exec. 
Doe.,  1679,  Xo.  24. 

I  See  Homm  Exte,  Doe.,  1665-86,  No.  156, 15. 
**  It  mmt  be  aeknowledged  dist  thie  eoostraotioo  of  the  law  sppoMe  not 
to  oontorm  to  the  intention  of  the  aeti  upon  this  enbjeet ;  bnt  the  deebion 
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paid  bftlanoe  of  direct  tax,  monejrs  becoming  dae  to  them 
from  tbe  general  government  upon  other  acoomnts,  as  from 
the  sale  of  public  lands  in  which  they  were  interested 
jointij  with  the  government,  were  not  paid  over,  but  were 
credited  to  them  by  way  of  offset.  The  extreme  point  in 
this  official  confusion  was  reached  when,  in  1888,  the  First 
Comptroller  decided  that  the  sum  of  985,555,  appropriated 
by  act  of  Congress  to  refund  to  the  State  of  Georgia  money 
expended  by  her  for  the  common  defence  in  1777,  should  be 
paid  to  the  Treasurer  of  the  United  States,  *^to  the  credit 
of  the  State  of  Georgia  on  account  of  direct  taxes  charged 
against  the  State.''  *  As  far  as  a  government  can  be  said 
to  remember  or  forget,  the  government  of  the  United 
States  must  be  said  at  this  juncture  to  have  forgotten 
what  it  meant  by  the  direct  tax  of  1861.  The  true  mean- 
ing of  the  tax  was  settled,  however,  by  the  highest  author- 
ity, and  the  whole  subject  placed  in  its  true  light,  when 
the  Supreme  Court  of  tJie  United  States,  in  the  case  of  the 
Uhit0d  State$  v.  Louiiiana,  at  the  October  term,  1887,t 
decided  that  the  direct  tax  law  in  1861  did  not  create  any 
liability  on  the  part  of  a  State  to  pay  the  tax,  and  that  the 
apportionment  merely  designated  the  amount  to  be  levied 
upon  the  property  of  individuals  in  the  several  States, 
without  any  liability  attaching  to  the  State  in  its  political 
and  corporate  chai^cter.  Tiiis  decision  finally  leaves  the 
unpaid  quotas  of  the  direct  tax  in  precisely  the  same  posi- 
tion as  any  other  tax  assessed  upon  individuals,  which  the 
United  States  government  has  been  unable,  or  has  neg- 
lected, to  collect  in  fulL  (/  It  is  difficult,  for  example,  to 
distinguish  it  in  any  essential  particular  from  the  case  of 

fizinff  it  as  a  State  debt  has  10011  f oroe  in  the  Treaeoiy  Department  as  to  pre- 
clude any  other  liew  of  the  direet  tax  than  tibat  of  a  debt  dne  bj  1^  State. 
...If  the  State  owes  the  debt,  the  land-owner  does  not  owe  It."    Ibid.,11, 

•4  Dmrnont  <^  the  Fint  ComjptroOm^  (Homm  MtetlL  Ihc,,  188S-S4,  No.  0^, 
364. 

1 123  United  States,  97.    The  opimoa  ol  the  ooort  was  giveii  by  Field,  J., 
BO  one  dissenting. 
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unpaid  income  taxes  laid  daring  the  war  and  collected  by 
severe  process  throughout  the  lojtd  States,  but  neither 
then  nor  at  any  other  time  collected  in  the  insurrectionary 
States. 

This  decidon  plainly  makes  it  necessary,  in  determin- 
ing the  amount  still  unpaid  on  the  quotas  of  the  Southern 
States,  to  disregard  all  the  accounts  with  tax  commission- 
ers and  with  States,  and  to  set  down  simply  the  amount 
of  taxes  reported  as  uncollected.  These  are  the  amounts 
due  from  individuals;  and,  as  no  individual  owes  any 
more  than  the  due  assessment  upon  his  property,  by  rea- 
son of  any  other  person's  default,  so  no  individual  owes 
any  less  than  that  assessment,  because  of  money  stopped 
on  its  way  to  the  State  Treasury,  or  otherwise  coming  to 
the  Unit^  States  from  any  of  his  fellow-citizens.  The 
amounts  reported  as  remaining  uncollected,*  in  the  eleven 
insurrectionary  States  and  in  Utah,  are  given  in  the  fol- 
lowing table:  — 


AlalMinft,    .    9039,313  9039,313 

ArtjUMS,    .      381,886  107,18ft 

IlofidB,  .    .        77,083  72,762 

GwngiA,.    .      686,367  501,910 

38B,887  71,386 

413,08ft  dOJBM 


Qmoia$.    UneoU4ei9d. 
N.  CMolina,     9876,196     9198,742 
a  CMoUaa, .      368,071       141,174 


669,406 

355,107 

729,071 

26,983 


3n,506 

174,266 

286,663 

26,982 


94,972,48ft  92,731,416 

The  process  of  collection  in  the  insurrectionary  States 
during  the  war  by  assessment  and  sale  of  property  in 
limited  districts,  under  the  act  of  June  7,  1862,  caused 
great  hardship  to  dispossessed  owners;  but  this  was  buried 


horn  the  Meourts  iftiitod  bj  ft  < 
I  bj  Sea«Cai7  MMBii«  im  1885,  to  iBTWtifato  aad  adjvit  aQ  ^  diiMi 
tax  MecNDitik  AwM  £mc.  I>oe^  1880-86,  Xo.  158.  Sm  partieaUuly,  pp.  24-81 
aad7-12.  TU  —  foaad  by  thia  wmimiwfain  to  be  adH  dua  ^Mtinm  Ae 
■■aaati  atatad  bj  SaaiaCaiy  Folgar  in  1884  aad  from  Ae  ■HiaBiMil  aiada  by 
tba  CoonnWoMr  of  Intenal  Boramie  in  1885,  aad  die  SeaiaCaiy  aad  die  Com- 
r  alao  ^flared  from  eaiA  otber.  IW.,  PP- 14, 15.  The  lepoct  ol  the 
I  ivpean  to  liai?a  ba«i  adopted  ia  the  Begiiter^a  oAea.  See  Hmtm 
BeportM,  1887-88,  No.  552,  p.  44. 
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lots,  to  be  8old  ^to  the  heads  of  fitmilies  of  the  African 
race."*  Under  these  arrangements,  some  lands,  bought 
in  at  the  tax  sales  for  the  United  States,  remained  for 
several  years  in  the  possession  of  the  government;  others 
were  resold  at  a  large  advance ;  others  still,  having  been 
sold  and  partly  paid  foV,  reverted  to  the  government,  and 
were  resold  or  remained  in  its  possession.  The  transac- 
tions became  involved,  litigation  sprang  up,  and  it  became 
plainly  impossible  for  the  government  to  manage  its 
complicated  interests  in  the  Sea  Islands  with  advantage. 
Congress,  therefore,  by  a  general  act,  dated  June  8, 1872, 
with  judicious  liberality  provided  that  any  lands  owned 
or  held  by  the  United  States,  under  the  collection  act  of 
June  7,  1862  and  the  subsequent  proceedings,  and  not 
used  for  public  purposes,  might  be  redeemed  by  the 
original  parties  in  interest  or  their  representatives  at  any 
time  within  two  years,  upon  payment  of  the  tax  and  costs, 
with  interest  at  the  rate  of  ten  per  cent.,  saving  the  rights 
of  all  persons  who  might  in  the  mean  time  have  made 
valuable  improvements.  Lands  not  redeemed  at  the  end 
of  the  two  years  were  to  be  sold  by  public  auction,  but 
by  subsequent  acts  the  period  for  redemption  was  ex- 
tended to  February,  1877.  The  school  farms  spoken  of 
above  were  not  covered  by  this  act,  but  were  similarly 
provided  for  by  the  act  of  March  3, 1887,  which  closed  a 
troublesome  and  exceptional  piece  of  administration. 

The  result  of  these  operations  is  that,  the  quota  of 
South  Carolina  being  9868,571,  of  which  $141,174  remains 
unpaid,  the  Treasury  of  the  United  States  appears  to  have 
received  in  cash  $468,864,  besides  sums  amounting  to 
$184,592  paid  to  the  Freedmen's  Bureau  and  otherwise 
disbursed  on  various  accounts,  of  which  a  part  should 
no  doubt  be  added    to  the  sums   accumulated   in  the 

*  TbeM  instnietioBi,  with  »  Tmriety  of  otber  doomnanti,  an  ftimerad  to  tiia 
rapoct  of  A.  G.  Porter,  First  Comptroller,  in  SenaU  Exec,  Doe.  of  1879,  No. 
34,  p.  223. 
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and  pemuttiBg  the  tax  upon  the  land  adjoining  to  remain 
unpaid  ia  not  equitable/'  The  reason  is  undeniable ;  but, 
after  all,  could  equity  be  secured  now  by  resuming  the 
collection  of  a  tax,  all  proceedings  under  which  have  been 
suspended  for  twenty  years?  The  condition  of  landed 
property  has  altered,  in  one  place  for  the  better  and  in 
another  for  the  worse,  throughout  the  States  concerned ; 
the  rights  in  such  property  have  changed  hands,  and  all 
the  relations  once  existing  between  the  individual  mem- 
bers of  any  body  of  tax-^yers  and  forming  the  basiB  of 
possible  equity  in  1861  have  vanished.  A  large  part  of 
the  individuals  themselves  have  disappeared.  To  levy 
upon  the  lands  on  which  the  tax  is  unpaid  would  be,  in  a 
great  proportion  of  cases,  to  coUect  a  tax  from  subsequent 
purchasers  under  a  claim  which  they  were  justified  in 
believing  that  the  government  had  abandoned  long  ago. 
It  has  been  declared  with  great  positiveness  that  the  gov- 
ernment has  lost  its  hold  upon  the  land,  but  this  point 
need  not  be  considered.  If  the  government  still  retains 
the  right  of  assessment  on  the  lands  of  delinquents,  the 
exercise  of  that  right  upon  the  lands  as  now  owned  and 
used  would  be  universally  recognized  as  too  di£Scult  and 
too  certainly  unjust,  as  between  members  of  the  same 
community,  to  be  an  admissible  expedient.  The  cure  of 
the  difficulty  by  the  first  method  appears,  then,  to  be  out 
of  the  question. 

The  second  mode  of  dealing  with  the  case,  the  opposite 
of  that  just  considered,  is  to  return  such  taxes  as  have 
been  paid  under  the  legislation  of  1861,  and  to  remit  all 
that  are  unpaid.  In  other  words,  equity  being  unattain- 
able by  completing  the  levy,  secure  it  by  undoing  what 
has  been  done.  It  is  not  within  the  proposed  scope  of  this 
paper  to  discuss  the  constitutional  question  as  to  the  right 
of  Congress  to  lay  taxes,  let  us  say  in  1890,  in  order  to 
refund  taxes  which  were  properly  levied  and  collected 
according  to  law  in  1862-66.    We  are   here  concerned 
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by  one  gentleman,  will  pay  towards  the  refunding  opera- 
tion not  leas  than  9840,000,  but  will  receive  less  than 
972,000;  New  Hampshire,  it  was  said  in  the  Senate, 
will  receive  but  9185,000,  and  will  contribnte  at  least 
9800,000.  The  incidence  of  our  taxation  is  too  uncer- 
tain to  make  these  calculations  important;  and,  in  most 
cases  of  expenditure  for  public  objects,  such  consider- 
ations as  to  the  exact  balance  of  benefits  and  burdens 
are  properly  disregarded.  But  the  present  is  a  case  in 
whidi  the  attempt  to  restore  such  a  balance  with  respect 
to  a  particular  transaction  is  the  main  proposition ;  and  it 
therefore  becomes  not  only  justifiable,  but  necessary,  to 
inquire  whether  the  proposed  equality  would  be  real  or 
only  apparent.  The  answer  to  this  question  is  found  in 
the  census  tables,  where  the  redistribution  of  tax-paying 
power  in  the  last  quarter  of  a  century  is  too  manifest  to 
require  recital. 

The  third  method*  of  dealing  with  the  subject  would  be, 
if  we  can  neither  complete  the  collection  nor  return  the 
tax  without  producing  firesh  mischief,  to  leave  the  matter 
where  it  is.  No  doubt,  this  course,  as  well  as  the  others, 
is  open  to  objection.  It  is  a  peculiarity  of  the  case  that 
the  United  States  can  neither  act  nor  refrain  from  acting 
in  it  without  running  counter  to  some  instinct  of  justice. 
But  there  would  be  less  disturbance  of  existing  interests, 
and  time  would  heal  all  diflSculties  more  quickly,  it  is 
probable,  if  it  were  frankly  recognized  that,  in  such  mat- 
ters, the  errors  or  misfortunes  of  the  past  are  finally  beyond 
all  remedy.  The  funds  which  have  been  collected  from 
the  proceeds  of  lands  leased  or  resold,  or  from  the  surplus 
of  tax  sales,  might  be  returned  to  the  parties  representing 
the  original  ownership,  and  the  account  of  the  direct  tax 
could  then  be  wound  up,  as  that  of  the  other  taxes  of  the 
war  has  been,  without  further  inquiry  as  to  the  degree  in 
which  different  bodies  of  citizens  contributed  to  them. 

It  is  the  second  of  these  methods,  however,  which  has 
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finally,  moneys  received  from  the  sale  of  lands  bid  in  for 
the  United  States  at  tax  sales  in  any  State,  in  excess  of 
the  taxes  assessed,  were  to  be  paid  to  the  owners  of  the 
land  bid  in  and  resold,  or  to  their  representatives. 

This  bill  was  not  reached  by  the  House  of  Representa- 
tives after  the  veto,  and  therefore  failed  to  become  a  law. 
There  can  be  little  doubt  that  it  will  be  passed  by  the 
present  Congress.  It  is  su£Bciently  clear  from  its  terms 
that  the  combination  of  local  interests  in  its  support  is 
powerftd,  and  it  has  every  political  chance  in  its  favor. 
The  passage  of  the  measure,  whenever  it  comes,  will  close 
a  singular  chapter  in  the  history  of  taxation, — a  chapter 
the  repetition  of  which,  we  may  be  sure,  our  people  will 
not  be  easily  tempted  to  risk  hereafter.  The  direct  tax 
provided  for  by  the  Constitution  has  at  last  been  effect- 
ually discredited  as  a  source  of  revenue,  and  it  has  also 
been  too  prolific  of  misconception  and  confusion  to  have 
any  interest  henceforth  as  a  practical  measure  of  finance. 

Chablbs  F.  Dokbab. 


•alMeqiMiiUy  resold  bj  the  United  Stmtes  for  $455,000.  So,  after  eU,  tlie 
money  we  are  to  pay  beck  to  tlie  owners  of  this  land  in  Sooth  Carolina  is  only 
about  the  som  that  we  reeeiTed  on  the  resale  of  the  land.*'  Cong,  Record^ 
1888-«9,  p.  2139. 
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I. 

Thb  rate  of  wages,  or  the  price  of  labor,  can  only  be  in 
equilibrium  when  the  demand  for  labor  and  the  supply  of 
labor  are  equal ;  and  if  it  be  assumed  that  the  supply  is, 
for  the  time  being,  a  fixed  quantity,  it  is  evident  that  such 
equality  can  only  be  brought  about  by  causes  which  act 
upon  the  demand. 

In  a  former  article  in  this  Journal  *  I  stated  the  condi- 
tion upon  which  the  demand  for  labor  equals  the  supply, 
as  follows:  ^^The  price  of  a  given  amount  of  labor  is 
equal  to  the  price  which  is  paid  for  the  use  of  such 
amount  of  auxiliaiy  capital  as  can  replace  it  in  those 
operations  where  the  two  things  may  be  indifferently  em- 
ployed with  equal  pecuniary  advantage.''  This  formula 
fiedls,  however,  to  show  what  the  actual  price  of  labor  is. 
It  does  not  even  show  what  is  the  nature  of  the  ultimate 
causes  which  determine  that  price.  It  cannot  therefore 
be  accepted  as  the  last  word  in  the  Wages  Question. 

Now,  before  we  proceed  any  further,  let  us  observe  that 
the  Wages  Question  really  contains  in  itself  two  ques- 
tions, one  relating  to  the  aggregate  amount  of  the  fund 
out  of  which  the  compensation  of  both  labor  and  capital 
is  paid  and  the  other  relating  to  the  manner  in  which  this 
fund  is  shared  between  them.  The  former  is  a  question 
as  to  the  causes  which  affect  wages  and  interest  alike. 
The  latter  is  a  question  as  to  the  causes  which  affect  them 
divergently.  In  the  first  case,  the  interests  of  labor  and 
capital  being  identical,  neither  can  gain  anything  without 
the  other  sharing  in  its  gain.  In  the  second  case,  how- 
ever, their  interests  are  opposed,  and  gain  for  one  can  only 
be  had  at  the  cost  of  the  other. 

*  Quarterly  Journal  qf  Economics,  October,  1888,  p.  60. 
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This  distiiiotion  must  be  borne  oarefolly  in  mind  in 
every  discussion  of  the  relations  of  labor  and  oapitaL 
Failing  to  observe  it,  some  writers,  anxious  to  justify  the 
existing  order  of  things,  or  lead  away  by  their  own  opti- 
mism, have  shut  their  eyes  to  all  causes  of  conflict  and 
have  asserted  the  universal  prevalence  of  a  harmony  of 
interests  between  laborers  and  capitalists.  Others,  with 
equal  blindness,  refuse  to  see  anything  but  irrepressible 
discord  in  the  relations  of  the  different  classes,  and  upon 
this  assumption  demand  the  overthrow  of  the  entire  social 
and  industrial  organization  as  at  present  constituted. 

II. 

Whatever  occasions  an  enlarged  return  to  the  outlay  of 
equal  amounts  of  capital  and  labor  enlarges  by  so  much 
the  compensation  of  each. 

Whenever  wages  and  interest  are  both  high  or  both  low 
at  the  same  time,  or  whenever  they  rise  or  fall  simulta- 
neously, this  is  because  the  productiveness  of  industry  is 
great  or  small,  rising  or  receding,  as  the  case  may  be. 
Whatever  affects  the  amount  of  the  fund  which  is  distrib- 
uted in  wages  and  interest,  and  by  so  doing  increases  or 
decreases  the  compensation  of  labor  and  that  of  capital, 
without  affecting  the  rate  of  interchange  between  them, 
does  so  by  reason  of  its  effect  upon  the  productiveness  of 
industry. 

The  degree  of  the  productiveness  of  industry  is  due 
solely  to  the  profusion  or  scantiness  of  the  natural  re- 
sources, and  to  the  knowledge  and  skill  which  men  bring 
to  their  development.  When  these  abound,  not  only  are 
the  returns  to  industry  large  absolutely,  but  they  are  also 
large  relatively  to  the  amounts  of  labor  and  capital  en- 
gaged in  it.  At  different  times  and  places  nature  and  art 
differ  greatly  in  the  profusion  of  the  products  which  they 
yield  to  industry.  In  the  abundance  or  scantiness  of  that 
product,  labor  and  capital  rejoice  or  suffer  alike.    On  the 


Digitized  by 


Google 


464  QUABTEBLT  JOURNAL  OF  ECONOMICS 

steppes  of  Northern  Russia,  a  barren  soil  and  a  stem  cli- 
.mate,  combined  with  a  rude  system  of  agricnltare,  afiford 
meagre  retoms  to  all  classes.  In  the  settlement  of  our 
Western  States,  on  the  oilier  hand^  a  happy  combination 
of  natural  advantages,  and  of  skill  in  utilizing  them,  has 
induced  a  degree  of  i»oeperity  among  all  classes  which  is 
unequalled  in  the  world*s  history,  and  which  shows  itself 
in  the  high  rates  of  wages  and  of  interest  prevailing  at  the 
same  time. 

The  natural  resources  vary  greatly  from  place  to  place ; 
but  at  any  one  place,  or  for  the  world  taken  as  a  whole, 
they  are  nearly  permanent  in  character  and  amount.  But, 
by  the  very  reason  that  they  are  permanent  considered  in 
themselves,  when  considered  relatively  to  labor  and  capi- 
tal their  abundance  shrinks  as  the  amounts  of  labor  and 
capital  increase.  Hence  arises  the  law  of  dimimMkinff  re- 
twrm  to  increasing  application  of  capital  and  labor.  In 
this  rsepect,  art  is  more  liberal  than  nature.  The  degree 
of  human  knowledge  and  skill,  unlike  ihe  natural  re- 
sources, is  continuously  progressive;  and  the  increase 
of  labor  and  capital  stimulates  improvements,  and  gives 
rise  to  a  lam  qf  imcreating  rttum^  to  the  increasing  applir 
cation  of  labor  and  capital.  Hie  conflicting  tendencies  of 
these  two  laws  may  result  in  the  preponderance  of  one  or 
of  the  other,  according  to  circumstances,  or  may  in  some 
cases  maintain  an  even  balance  between  them. 

But,  if  we  disregard  the  influence  of  increasing  and  of 
diminishing  returns,  the  amounts  of  labor  and  of  ca^ntal 
do  not  at  all  affect  the  productiveness  of  industry,  but 
only  fix  the  extent  of  the  field  actually  cultivated.  An 
increase  in  the  amount  of  either  will  widen  the  bounds 
of  industry,  and  a  decrease  will  restrict  those  bounds. 
Whether  the  supply  of  labor  increases  or  the  supply  of 
capital,  or  botli,  in  either  case  t^ere  rasues  an  expansion 
oi  productive  <^perations.  Should  the  supply  <^  labor  and 
of  capital  increase  at  an  equal  rate,  the  various  ohannek  of 
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indnstry  would  simplj  run  so  mach  the  fuller, — a  larger 
vdome  of  the  same  wants  would  be  supplied  by  a  larger 
T<dume  of  the  products  of  the  same  industries ;  but  in- 
terest and  the  price  of  labor  would  remain  unchanged. 

The  Tariations  in  the  degree  of  produotiTeness  of  indus- 
tiy  are  incontestably  a  subject  of  profound  interest*  Their 
causes,  however,  are  simply  and  easily  explained.  Those 
influences  which  affect  interest  and  wages  diyergently 
are  more  recondite.  They  will  absorb  the  greatest  part 
of  our  attention  in  the  following  pages,  partly  for  this 
reason  and  partly  because  public  interest  is  more  eagerly 
directed  to  them,  in  that  they  give  rise  to  that  conflict  of 
interest  between  laborers  and  capitalists,  to  allay  which 
is  to-day  more  urgent  perhaps  than  any  other  task  of 
practical  economics. 

m. 

We  easily  recognize  the  most  obyious  reason  of  wages 
being  high  or  low  relatively  to  interest  in  the  abundance 
or  scarcity  of  capital  as  compared  with  the  supply  of  labor. 
If  capital  is  abundant  relatively  to  labor,  other  things 
being  tiie  same,  wages  will  be  high  and  interest  low ;  and, 
in  the  reverse  case,  wages  will  be  low  and  interest  high. 
This  fiftctwas  made  the  foundation  of  the  Wages  Fund 
theory,  which  was  long  thought  to  be  a  complete  and  final 
solution  of  the  Wages  Question.  We  shall  not  enter  here 
into  a  critical  examination  of  that  theory,  which  has  been 
attacked  and  defended  so  often  and  with  so  much  warmtii. 
Had  its  advocates  carried  their  analjrsis  of  the  subject  a 
little  further,  they  could  scarcely  have  failed,  however,  to 
observe  Hiat  the  demand  for  labor  depends  largely  upon 
its  price ;  and,  had  they  duly  attended  to  this  fact,  they 
would  inevitably  have  been  led  to  the  conclusion  that, 
instead  of  the  rate  of  wages  depending  upon  the  amount 
of  a  fund  set  aside  to  buy  labor,  the  amount  of  this  fund 
really  depends  upon  the  rate  of  wages,  of  which  it  is,  prop- 
erly speaking,  the  outgrowth  and  result. 
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So  soon  as  we  begin  to  look  a  little  beneath  the  surfaoe 
of  things,  and  perceive  that  capital  and  labor  are  joined 
in  very  different  proportions  in  the  performance  of  differ- 
ent operations,  we  are  compelled  to  admit  that  other 
things  besides  the  amount  of  capital  must  join  in  influ- 
encing the  demand  for  labor.* 

The  first  of  these  other  influences  to  suggest  itself  is 
the  nature  of  human  desires.  Desire  is  the  child  of  appe- 
tite, and  all  industry  and  production  are  its  ofEspring.  Its 
laws  are  the  very  foundation  of  economic  science;  for  only 
in  order  to  gratify  it,  will  men  undergo  the  drudgery  and 
the  forbearance  whereby  labor  and  capital  contribute  to 
production.  But  the  product  of  industry  does  not  suffice 
to  gratify  every  human  want  Some  must  always  go 
unsatisfied.  In  order  to  gratify  as  many  as  possible,  man 
weighs  one  against  another,  and  distributes  his  expendi- 
tures among  them  in  the  order  of  their  urgency.  Those 
wants  which  each  man  has  the  means  to  satisfy  constitute 
his  effective  desire  ;  and  the  sum  of  the  effective  desires  of 
the  community  determines  what  things  shall  be  produced, 
and  dictates  which  of  the  various  possible  industries  shall 
be  actually  prosecuted.  When  desire  is  driven  by  appetite 
towards  commodities  produced  with  an  excess  of  auxiliary 
capital,  it  occasions  a  demand  for  auxiliary  capital  and 
raises  the  price  paid  for  its  uses ;  and,  when  it  is  driven 
towards  industries  employing  an  excess  of  labor,  it  occa- 
sions a  demand  for  labor  and  stimulates  its  price  at  the 
expense  of  interest.  Industry  exists  only  to  gratify  desire. 
Nevertheless,  desire  can  only  act  within  the  limits  traced 
for  it  by  the  existing  natural  resources,  and  by  man's 
knowledge  and  skill  in  turning  these  resources  to  account, 
or,  in  other  words,  by  the  existing  state  of  nature  and 
of  art. 

*Mr.  Curnes,  in  hk  reyiaed  form  of  the  Wages  Fand  theory,  does  indeed 
bring  into  view  more  of  the  factors  of  the  problem,  bnt  without  any  oomplete 
analysis  of  their  workings. 
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The  three  causes  just  enumerated  —  the  supply  of  oapi- 
tal,  the  character  of  human  desire,  and  the  state  of  nature 
and  art — conjointly  determine  the  demand  for  labor;  and 
I  know  of  no  other  cause  whatever  which  joins  in  influ- 
encing it. 

^  IV. 

We  have  seen  how  nature  and  art  determine  the  amount 
of  the  product  of  industry  and  the  abundance  of  the  fund 
from  which  capital  and  labor  are  both  compensated. 
We  shall  now  see  how  they  also  affect  the  division  of  this 
fund  between  wages  and  interest  according  to  their  influ- 
ence on  the  relative  demand  for  the  use  of  labor  and  of 
auxiliary  capital. 

Nature  and  art  absolutely  designate  what  industries  and 
what  methods  are  possible.  The  possible  forms  of  human 
industry  are  commensurate  with  the  aptitudes  of  nature ; 
and  these  are  at  any  given  time  practically  circumscribed 
by  man's  knowledge  and  skill,  or,  in  other  words,  by  the 
state  of  the  arts  as  then  practised.  Nature  and  art  may 
afford  opportunities  to  set  in  motion  large  amounts  of 
capital  by  small  quantities  of  labor,  or  they  may  suggest 
channels  of  industry  where  great  amounts  of  labor  are 
assisted  by  little  capital.  As  they  do  the  one  or  the  other, 
they  favor  the  demand  for  auxiliary  capital  or  the  demand 
for  labor,  as  the  case  may  be.  In  different  situations, 
nature  affords  the  most  diverse  opportunities  for  practis- 
ing different  industries.  In  Australian  sheep-runs  and 
Colorado  ranches,  the  amount  of  labor  required  is  small 
out  of  all  proportion  to  the  capital  involved.  In  Phoenicia, 
in  Venice,  in  Holland,  and  in  the  old  coast  towns  of  Massa- 
chusetts, facilities  for  shipping  and  commerce  built  up,  in 
naturally  desolate  regions,  communities  devoted  to  these 
pursuits,  and  in  which  a  great  capital  was  set  in  motion 
by  a  comparatively  small  number  of  hands.  Thus,  also, 
agriculture  and  commerce,  manufactures  and  mining,  have 
been  distributed  over  the  world's  surface  mainly  in  accord- 
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anoe  with  the  facilitieB  of  different  localities ;  and,  in  the 
infinitely  diversified  forms  they  assume,  they  call  for  the 
application  of  exceedingly  varied  proportions  of  labor  and 
of  capital.  Owing  to  tiie  growth  of  commercet  it  has 
come  aboat  that  facilities  of  any  kind  are  not  confined  to 
supplying  the  wants  of  the  locality  where  they  exist,  but 
diffuse  themselves,  by  means  of  exchange,  over  the  whole 
world. 

If  in  any  two  countries  the  relative  prices  paid  for  labor 
and  for  the  use  of  capital  differ,  then  such  industries  as 
require  most  labor  tend  towards  the  country  where  labor 
is  relatively  cheapest,  while  such  as  require  most  auxiliary 
capital  gravitate  to  the  country  where  labor  is  relatively 
dearest  and  where  interest  is  lowest.*  Although  cotton 
is  indigenous  in  China,  interest  and  other  costs  of  main- 
taining capital  are  so  high  in  that  country  that  it  is  doubt- 
ful whether,  in  the  manufacture  of  cotton  goods,  China 
could  compete  successfully  even  for  the  home  market 
against  cloths  imported  from  England  or  the  United 
States.  Were  the  tea  plant,  on  the  other  hand,  thor- 
oughly acclimated  in  either  of  those  latter  countries,  it  is 
improbable  that  they  could  compete  in  the  preparation  of 
its  leaves  with  the  cheap  labor  of  China.  Hemp  and  flax 
require  much  disagreeable  labor  in  their  preparation,  and 
their  culture  is  appropriately  located  in  Russia  and  Ireland, 
countries  where  labor  is  cheap  and  not  fetstidious. 

No  rule  can  be  given  for  the  varying  effects  of  nature^s 
influence,  but  the  influence  of  art  occasions  a  progress 
which  tends  almost  uniformly  in  one  direction.  The  in- 
crease of  knowledge  and  skill  almost  invariably  occasions 
an  increase  in  the  uses  of  auxiliary  capital,  so  that  the 
advance  of  industrial  civilization  is  in  great  part  a  story 
of  the  substitution   of  auxiliary  capital  for  labor.    We 

***  A  need  of  resorting  to  dizeot  maniial  Iftbor  in  large  proportion  and  a 
difficulty  in  subetitnting  maoliinerj  oonstitate,  nnder  oonditioos  of  freedom, 
an  obstacle  to  the  profitable  proseontion  of  an  industry  in  the  United  States.** 
F,  W,  Taussig^  Quarterly  Journal  qf  Economics,  toI.  ii.  p.  940, 
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will  not  stop  to  consider  in  this  place  how  the  natural 
resources  and  the  state  of  the  arts  influence  the  constitu- 
tion of  human  society  in  other  ways.  It  is  enough  to 
have  obserred  that,  as  they  foster  the  demand  for  labor 
or  for  auxiliary  capital,  they  raise  the  price  or  hire  of  the 
one  so  fftvored.  This  is  their  immediate  effect,  followed, 
of  course,  more  remotely  by  the  stimulus  giyen  to  supply 
by  the  enhanced  price. 


Although  nature  and  art  designate  absolutely  the  possi- 
ble industries  and  methods,  they  do  not  of  themselyes 
indicate  which  shall  actually  preyail.  How,  then,  is  the 
choice  made  between  them?  Since  industry  exists  only 
to  gratify  human  wants,  the  selection  of  its  operations 
can  only  be  decided  by  human  desires.  Interesting  as 
the  study  of  human  desires  and  of  the  order  of  their  suc- 
cession would  be  in  itself^  it  is  only  as  they  influence  the 
relatiye  demand  for  auxiliary  capital  and  for  labor  that 
we  haye  to  do  with  them  here.  If  at  any  time  we  knew 
the  nature  of  tiie  effective  desires  then  prevailing,  and 
knew  also  the  methods  by  which  their  gratification  is 
possible  in  the  existing  state  of  nature  and  of  art,  we 
could  then  tell  what  the  relative  demand  for  capital  and 
labor  at  tliat  time  would  be.  And,  if  we  could  trace  any 
correspondence  between  the  relative  urgency  of  human 
desires  and  the  proportions  of  labor  and  of  auxiliary  cap- 
ital reqxiired  to  prepare  their  respective  objects,  we  could 
conclude  as  to  the  effect  of  growing  affluence  upon  the 
relative  demands  for  labor  and  for  the  use  of  auxiliary 
capital.  Now,  although  there  is  no  complete  coincidence 
in  the  succession  of  these  things,  it  may  yet  be  of  interest 
to  note  such  general  correspondence  as  may  be  found  to 
exist. 

The  instinct  of  self-preservation  dictates  what  desires 
must  first  be  met.    Life  is  dependent  on  food  iu  a  certain 
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small  to  justify  the  use  of  a  oostlj  plant,  and  where  the 
element  of  taste  largely  enters,  such  as  embroideries, 
paintings,  and  ornamental  fomiture.  These  correspond 
to  the  less  argent  desires  whose  indulgence  is  restricted 
to  the  richer  classes.  But  the  production  of  such  things 
forms  an  insignificant  fraction  of  modem  industry. 
Apart  from  them,  labor  probably  bears  the  largest  pro- 
portion to  the  capital  employed  in  agriculture  and  in 
extractive  industries,  those  mainly  which  furnish  raw 
materials  and  supply  the  most  imperious  desires.  Among 
the  occupations  which  require  the  largest  proportion  of 
capital  are  the  staple  manufactures,  transportation,  mer- 
chandising, and  the  renting  of  buildings. 

In  the  ruder  ages,  the  poor  have  little  to  spare  from  tiie 
purchase  of  food  and  of  the  coarsest  objects,  and  the  rich 
are  few  in  number  and  are  inclined  to  spend  on  ostenta- 
tion ;  for  both  reasons  desire,  then,  favors  the  demand  for 
a  large  amount  of  labor  in  proportion  to  auxiliary  capital. 
As  civilization  advances  and  wealth  accumulates,  the  poor 
acquire  better  homes  and  use  many  manufactured  articles, 
and  articles  into  whose  price  the  cost  of  transportation 
enters  largely ;  the  tastes  and  habits  of  the  rich  themselves 
grow  less  ostentatious,  even  though  more  luxurious ;  and 
the  great  middle  class  arises,  which  is  the  chief  consumer 
of  manufactured  articles.  These  influences  combine  to 
£ftvor  an  increase  in  the  demand  for  the  use  of  auxiliary 
capital  compared  with  the  demand  for  labor.* 

I  have  spoken  thus  far  as  though  desire  were  guided 
by  appetite  alone,  and  as  though  under  that  guidance  it 
occasioned  an  undeviating  demand  for  certain  commod- 
ities and  for  a  certain  definite  amount  of  labor  and  of 


uuBMTof  iti  •«|ie«dHim,  to  —  to  •ecotd  wHh  th»  dmixm  of  tho  bUmii  whioh 
hft?o  tlio  ■pwnHiic  of  H.  Ab  vBoqul  diT&rioa  of  natiooftl  rtnoM  fWw  tim  to 
•  lir  dilfoiwit  Mi  of  iadnitrioa  from  what  iti  oqul  dktribiitioo  wovld  do, 
•ad  im  wow  dogreo  no  doobt  iaflMooM  tho  rtlatiTe  donuuid  for  labor  and  lor 
andHary  eapttal. 
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auxiliaiy  oapitaL  If  it  were  really  so  inflexible,  a  desire 
for  articles  into  whose  production  aoxiliarj  capital  largely 
entered  would  not  only  throw  laborers  out  of  work  and 
disturb  the  rates  of  interest  and  of  wages,  but,  desire 
being  unaffected  by  price,  no  taJl  in  wages  would  enable 
the  unemployed  laborers  to  obtain  employment,  and  no 
rise  in  the  interest  exacted  would  curtail  the  use  of  capi- 
tal for  other  than  remunerative  purposes.  The  only  limit 
to  the  fcdl  of  wages  would  be  such  as  might  be  imposed 
by  the  refusal  of  the  laborer  to  work  for  less  than  what 
would  support  life.  In  the  reverse  case,  there  would  be 
no  limit  to  the  fcdl  of  interest  until  it  reached  a  point  so 
low  that  the  owners  of  capital  would  withdraw  it  from 
productive  use. 

That  these  things  do  not  occur  is  partly  due  to  the  £act 
that  the  same  articles  can  be  produced  and  the  same 
desires  can  be  gratified  in  various  ways,  affording  mani- 
fold opportunities  to  substitute  labor  and  auxiliary  capital 
for  each  other  whenever  variations  occur  in  the  prices 
asked  for  their  use ;  but  it  is  also  partly  due  to  the  fact 
that  desire  itself  varies  when  the  cost  of  its  objects  varies. 
For  the  very  purpose  of  obtaining  the  amplest  gratifica- 
tion for  its  own  appetites,  desire  must  take  cognizance  of 
cost ;  and  the  prices  of  using  labor  and  auxiliary  capital 
would  still  react  upon  the  demand  for  them,  although 
there  should  never  be  an  opportunity  to  substitute  the 
one  for  the  other.  The  increment  of  prodhction  is  never 
liberal  enough  to  afford  every  gratification,  and  therefore 
cheapness  must  be  considered  in  weighing  one  appetite 
against  another  and  in  choosing  between  them. 

This  influence  of  cost  upon  the  effective  desire  for  dif- 
ferent commodities  varies  very  greatly.  As  before  said, 
the  price  of  food  will  scarcely  affect  the  desire  of  a  starv- 
ing man  for  so  much  of  it  as  is  needed  to  keep  him  alive, 
unleds,  indeed,  that  price  should  exceed  his  whole  means. 
Nor  when  he  has  enough  food  will  any  change  of  price 
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indace  him  to  buy  maoh  more.  However  low  the  price 
of  delicacies,  such  as  oysters  and  pineapples,  he  will  not 
buy  them  imtil  he  has  provided  himself  with  necessities 
and  comforts.  When  that  has  been  done,  his  demand  for 
them  will  be  very  greatly  affected  by  their  price. 

As  between  industries  which  appeal  to  the  same  appe- 
tites, the  influence  of  cheapness  is  paramount ;  but,  as  the 
natures  of  the  appetites  diverge  more  and  more,  the  in- 
fluence of  cheapness  wanes.  Under  no  circumstance,  how- 
ever, does  it  absolutely  disappear.  It  is  greatest  in  choice 
between  industries  which  produce  very  similar  commod- 
ities, or  commodities  which  minister  to  similar  desires. 
To  choose  between  beet  sugar  and  cane  sugar  or  between 
heating  by  gas  or  by  coal  or  between  lighting  by  gas 
or  by  electricity  is  virtuaUy  choosing  between  different 
methods  of  the  same  industry.  The  resemblance  between 
another  class  of  commodities  is  a  step  more  remote,  as 
with  tea  and  coffee,  wine  and  liquor,  bread  and  meat, 
woollens,  cottons,  and  silks.  With  increasing  divergency 
of  desires,  the  influence  of  cheapness  wanes  little  by  little. 
It  is  still  iK)tent  in  the  choice  between  pasturage  and  till- 
age or  between  good  dwellings  and  good  clothes  on  the 
one  hand  and  abundant  or  delicate  food  on  the  other. 
Even  where  its  influence  falls  off,  it  never  disappears  en- 
tirely. The  biography  of  many  a  scholar  shows  that  it 
affects  to  some  degree  the  decision  between  such  very 
different  desires  as  the  love  of  learning  and  the  fondness 
for  good  and  su£Bcient  food. 

As  between  different  appetites,  the  influence  of  cheap- 
ness is  great  where  the  appetites  are  about  equally  urgent 
and  stand  near  together  in  the  order  of  the  succession  of 
desires.  But  its  influence  depends  not  only  on  the  de- 
gree of  difference  of  different  appetites :  it  depends  also 
upon  their  strength.  It  greatly  affects  the  distribution  of 
expenditure  between  the  appetites  for  the  finer  and  more 
elaborate  commodities,  but  it  affects  much  less  the  rela- 
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tiye  amount  of  outlay  upon  the  yarious  objects  of  the 
coarser  appetites. 

VI. 

Nature,  art,  and  desire  constitute  the  elements  of  the 
relative  demands  for  the  use  of  labor  and  for  the  use  of 
capital,  in  so  far  as  the  demand  is  independent  of  the 
amount  of  the  supply.  The  entire  e£Fectiye  demand  muat 
always  be  satisfied,  and  its  amount  must  be  just  equal  to 
that  of  the  supply.  When  this  is  so,  the  whole  supply 
is  also  employed.  The  influence  of  price  upon  demand 
brings  this  about.  Now,  in  what  way  does  the  amount 
of  the  supply  affect  the  demand?  Simply  thus.  The 
amount  of  the  effective  demand  is  different  for  every  dif- 
ferent price ;  and,  whatever  the  supply  may  be,  there  is 
some  price  at  which  demand  will  absorb  it.  Whether 
this  shall  be  a  high  price  or  a  low  price  depends  upon  the 
character  of  the  demand.  On  the  other  hand,  when  the 
character  of  the  demand  is  known,  the  price  depends 
upon  the  amount  of  the  supply. 

The  fact  that  we  are  deding  here  with  the  relative 
demands  and  supplies  of  different  things  complicates  the 
problem.  Let  us  therefore  examine  the  case  more  closely. 
Labor  and  auxiliary  capital  being  the  sole  agents  whereby 
nature  is  made  productive,  the  various  industries  are  par- 
celled out  between  them  in  such  manner  that  each  shall 
be  used  where  it  is  most  effective.  The  more  abundant 
either  of  them  is,  the  more  occupations  fall  to  its  lot. 
If  either  labor  or  capital  is  scarce,  the  demand  for  it  will 
be  keen ;  and  those  who  have  it  for  hire  —  laborers  or 
capitalists,  as  the  case  may  be  —  wiU  exact  a  correspond- 
ingly high  compensation  for  its  use.  Employers  will  be 
unable  to  afford  to  use  it,  except  where  its  superiority  is 
greatest,  and  where,  therefore,  a  small  amount  of  it  will 
supplant  a  great  amount  of  the  other.  As  it  becomes 
more  abundant,  its  hire  falls  and  its  uses  constantly 
spread.    Thus  it  gradually  intrudes  itself  into  one  opera- 
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tion  after  another ;  but,  in  eaoh  new  operation  of  which 
it  assomee  poeseesion,  its  advantages  are  less  than  in  those 
which  it  already  controlled.  An  ever-increasing  amount 
of  it  is  required,  however,  in  order  to  supplant  an  ever- 
decreasing  amount  of  the  other;  and  the  hire  of  this  in- 
creased amount  must  still  be  alwajrs  equal  to  the  hire  of 
the  decreasing  portion  of  the  other.  The  foil  in  the  price 
paid  for  using  it  is,  however,  checked  by  new  demands, 
which  absorb  the  new  supply;  and  this  happens  more  or 
less  rapidly  according  to  the  promptness  and  the  extent 
with  which  new  uses  present  themselves. 

If  capital  should  accumulate  whUe  the  supply  of  labor 
remains  unchanged,  it  would  usurp  one  after  another  of 
the  various  occupations  of  labor.  But  its  doing  so  would 
still  be  a  benefit  to  those  who  live  by  labor,  because  the 
price  of  a  given  amount  of  labor  would  equal  the  interest 
on  an  ever-increasing  amount  of  capital.  The  gross 
amount  paid  in  wages  would  probably  *  bear  a  less  pro- 
portion to  that  paid  as  interest  on  capital;  but,  at  the 
same  time,  the  rate  of  wages  would  certainly  rise  and 
the  rate  of  interest  would  faJL  Now,  where  or  at  what 
level,  will  a  new  equilibrium  in  price  and  in  supply  and 
demand  be  found? 

Employers,  while  carrying  on  the  same  operations  as 
before,  find  that  they  have  still  a  surplus  of  capital  undis- 
posed of;  and  their  first  impulse  is  to  employ  this  surplus 
in  extending  the  old  industries  on  the  old  methods.  But, 
finding  no  laborers  waiting  for  the  new  places,  they  are 
compelled  to  fill  a  portion  of  the  places  by  enticing 
laborers  from  other  employments  by  the  offer  of  higher 
wages.    The  work  of  the  vacant  places,  both  in  the  old 
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and  in  tbe  new  employments,  must  needs  be  done  by 
means  of  auxiliary  capital.  The  question  is  to  find  how 
much  wages  rise  and  how  much  interest  falls ;  or,  in  other 
words,  how  much  the  amount  of  auxiliary  capital  needed 
to  supplant  a  given  amount  of  labor  on  the  new  level  of 
equilibrium  exceeds  that  required  on  the  old  level,  and 
how  much  the  rate  of  its  compensation  &lls.  This  de- 
pends upon  the  character  and  the  extent  of  the  operations 
on  and  about  the  fonner  line  of  interchange,  or  indifiFer- 
ent  use  of  capital  and  labor.  If  there  were  formerly  large 
numbers  of  laborers  employed  whose  work  could  be 
accomplished  at  equal  cost  by  auxiliary  capital,  these 
laborers  may  possibly  suffice  to  carry  on  the  new  employ- 
ments, whUe  a  part  of  the  new  capital  flows  in  to  take 
their  places.  In  this  case,  wages  and  interest  would  not 
change.  If  there  had  been  large  numbers  of  operations 
done  by  labor  which  could  have  been  done  by  capital  at 
small  additional  cost,  wages  would  rise  and  interest  would 
fall  but  little.  If  such  operations  were  few ;  if,  in  order 
to  liberate  enough  laborers  for  the  new  operations,  it 
should  be  necessary  for  capital  to  supplant  them  in 
operations  where  formerly  the  advantage  of  labor  was 
great, —  then  wages  would  advance  greatly,  and  interest 
would  fall  in  a  like  degree.  In  any  event,  a  greater 
amount  of  capital  would  be  needed  to  supplant  a  given 
amount  of  labor  at  the  new  line  of  interchange  than  at  the 
old  line ;  and,  although  a  less  rate  of  interest  would  be 
paid  on  it,  the  total  interest  payment  would  be  greater. 

The  price  of  a  given  amount  of  labor  under  the  new 
adjustment  of  industries  would  be  equal  to  the  interest  on 
the  amount  of  capital  which  is  but  just  able  to  supplant  it 
at  the  new  rate  of  interchange,  just  as  the  former  price  of 
labor  was  equal  to  the  interest  on  the  amount  of  capital 
formerly  required  to  supplant  it  at  the  old  rate  of  inter- 
change: the  change  in  the  price  of  labor  would  be  the 
difference  between  the  interest  payments. 
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We  have  spoken  above  of  the  effects  which  follow  when 
capital  increases  at  a  more  rapid  rate  than  labor,  and  this 
has  been  the  ordinary  course  of  the  industrial  progress  of 
the  past  half-centurj.  Were  this,  however,  to  be  re- 
versed, and  were  the  supply  of  labor  to  increase  faster 
than  capital,  then  the  results  would  also  be  reversed, — 
the  rate  of  wages  would  fall,  the  rate  of  interest  would 
rise,  and  the  extent  of  the  change  would  be  governed  by 
considerations  similar  to  those  which  prevail  when  capital 
increases.  The  &11  in  the  price  of  labor  would  continue 
until  new  ways  could  be  found  for  it  to  supplant  auxiliary 
capital.  The  aggregate  payments  in  wages  would  prob- 
ably be  greatly  enhanced,  although  it  is  conceivable  that 
such  might  not  be  the  case,  but  that  the  fall  in  the  rate 
of  wages  would  be  greater  than  the  increase  in  the  amount 
of  labor. 

In  an  enterprising  age,  the  very  activity  and  inventive- 
ness which  lead  to  an  increase  of  capital  afford  also  a 
field  for  its  employment.  Vast  as  have  been  the  accumu- 
lations of  capital  in  the  last  century,  the  new  industries 
which  have  been  opened  up,  and  the  inventions  of  ma- 
chinery which  have  been  made,  have  readily  absorbed  the 
entire  accumulations ;  and  it  is  probable  that,  even  in  the 
older  countries,  the  rate  of  interest  is  no  lower  to-day  than 
it  was  one  hundred  years  ago,  if,  indeed,  it  be  so  low. 

In  a  more  conservative  age,  where  the  methods  of  pro- 
duction are  stereotyped  and  opportunities  for  expansion 
are  not  found,  or,  being  found,  are  not  used,  the  increase 
of  capital  is  slow  and  diflScult.  And  yet,  slow  as  it  is, 
the  gradual  and  moderate  accumulations  which  are  there 
made  do,  if  new  uses  are  not  found  for  them,  contin- 
ually beat  down  the  rate  of  interest  until  a  point  is  at 
last  reached  where  accumulation  ceases.  Practically,  this 
occurs  when  the  interest  falls  so  low  that  people  will 
not  save;  and  this  point  may  be  reached  somewhat  on 
this  side  of  the  absolute  limit  beyond  which  the  increase 
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of  capital  would  be  theoretically  impossible.  Such  abso- 
lute limit  to  the  increase  of  capital  would  be  attained 
when  its  amount  should  be  at  the  maximum  which  can 
be  usefully  employed  in  connection  with  the  existing 
supply  of  labor  in  the  existing  state  of  nature  and  art. 
Should  the  supply  of  capital  exceed  this  amount,  wages 
would  then  rise  under  the  competition  for  labor  until 
interest  disappeared  and  capital  refused  to  enter  into 
industrial  employment,  and  was  hoarded  or  consumed 
unproductively.  The  ultimate  limit  of  the  supply  of 
labor,  on  the  other  hand,  would  be  reached  if  the  number 
of  laborers  should  increase  up  to  the  possibility  of  employ- 
ment. Were  there  an  excess  of  labor  beyond  this,  the 
competition  for  employment  would  be  so  keen  that  it 
would  drive  wages  down  until  they  reached  a  point  where 
laborers  would  refuse  to  work,  and  would  throw  them- 
selves on  charity,  or  prefer,  if  they  must  starve,  to  starve 
in  idleness. 

VII. 

We  may  now  briefly  summarize  as  follows  the  separate 
influences  which,  taken  together,  determine  the  price  of 
labor  and  the  rate  of  interest. 

The  Rate  of  Wages,  or  the  Price  of  using  Labor,  and 
the  Rate  of  Interest,  or  the  Price  of  using  Capital,  depend 
upon  the  productiveness  of  industry,  and  upon  the  man- 
ner in  which  its  proceeds  are  divided. 

The  degree  of  productiveness  of  industry  depends  upon 
the  bounty  of  Nature  and  upon  man's  knowledge  and 
skill  in  turning  to  account  the  resources  which  she  affords. 
Its  advantages  are  shared  by  capital  and  labor  alike. 

The  proportion  in  which  the  product  shall  be  divided 
between  labor  and  capital  (or,  in  other  words,  the  ratio 
between  wages  and  interest)  depends:  first,  upon  the 
relative  demand  for  them;  and,  second,  upon  their  rela- 
tive supplies. 
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By  the  relative  demand  for  labor  and  capital,  I  mean 
the  degree  of  eagerness  with  which  each  of  them  respeo- 
tiyely  is  sought  after  by  effective  human  desire  acting 
within  the  limitations  imposed  by  the  existing  conditions 
of  natore  and  art.  Nature  and  art  designate  what  indus- 
tries and  what  methods  are  possible,  and  fix  likewise  the 
proportions  of  labor  and  of  capital  needed  in  each  of  them. 
At  different  times  and  places,  they  offer  different  sets  of 
operations,  and  each  of  these  sets  of  operations  differs 
from  any  other  set  in  the  amounts  of  labor  and  of  capital 
required.  Thus  nature  and  art  favor  the  use  of  labor  or 
of  capital,  as  the  case  may  be,  and  stimulate  the  demand 
for  the  one  so  favored. 

But,  among  the  operations  which  are  offered  at  any  one 
time  and  place,  whether  operations  which  produce  differ- 
ent commodities  or  operations  which  are  merely  different 
methods  of  producing  the  same  commodities,  there  is  an 
almost  infinite  variety  in  the  proportions  of  labor  and  of 
capital  required.  Desire  chooses  from  among  them  those 
which  shall  actually  prevail.  It  may  select  those  which 
require  more  labor  or  those  which  require  more  capital. 
Thus  its  action  determines  the  demand. 

Desire  is  guided  by  appetite,  but  it  is  abo  subject  to 
the  influence  of  price.  Its  action  is  not  finally  determined 
until  the  price  is  known,  but  the  price  itself  cannot  be 
known  until  the  demand  is  ascertained.  What  appears 
one  moment  as  cause  appears  therefore  the  next  moment 
as  effect. 

Did  the  result  of  our  investigation  stop  here,  its  scope 
would  scarcely  exceed  that  of  a  more  careful  analysis  than 
has  usually  been  made  of  the  nature  of  the  demand  for 
labor. 

We  should  still  be  confronted  by  the  counterplay  of 
cause  and  effect,  wherein  price  appears  at  one  moment  as 
an  element  of  demand,  and  a  moment  later  demand  figures 
as  a  cause  of  price.    Until  this  difficulty  is  solved,  there 
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can  be  no  complete  and  satisfactoiy  statement  of  the  law 
of  wages.  Its  solution  involves  the  discovery  of  some 
condition  whose  existence  wiU  insure  stability  and  equi- 
librium in  demand  and  in  price.  I  stated  in  my  former 
paper  the  condition  which  I  believe  fulfils  this  require- 
ment. This  condition  is  realized  whenever  the  whole  of 
the  supplies  of  labor  and  of  capital  are  employed ;  and  the 
different  industrial  functions  are  distributed  between 
them  in  such  manner  that  each  is  engaged,  so  &r  as  the 
supply  of  it  will  reach,  in  those  branches  of  work  for 
which  its  fitness  is  relatively  greatest  in  the  existing 
circumstances  of  nature,  art,  and  human  desire  or  appetite. 
When  these  circumstances  are  known,  it  is  ea^  to  answer 
the  question  where  the  line  of  demarcation  between  the 
employments  of  labor  and  of  capital  shall  be.  It  depends 
upon  their  respective  supplies.  At  that  line  such  amounts 
of  them  as  are  there  able  to  do  the  same  work  are  inters 
changeable.  These  receive  the  same  price,  and  the  same 
price  will  also  be  paid  for  like  amounts  of  them  in  any  of 
their  other  uses. 

This  statement  of  the  condition  of  equilibrium  of  price 
and  of  demand  I  have  ventured  to  designate  as  the  Law 
of  Wages.  It  is  also  the  Law  of  Interest.  I  believe  that 
embraces  all  the  various  influences  which  affect  the  mar- 
ket rates  both  of  wages  and  of  interest. 

Stuabt  Wood. 
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Thx  principle  of  concerted  international  action  in  matters 
tonobing  the  common  economic  interests  of  the  States  of  the 
commercial  world  is  a  well-established  expedient  of  modem 
diplomacy.  The  customs  onion,  postal  union,  and  monetary 
union  are  familiar  examples  of  nniform  commercial  arrange- 
ments between  nations.  However,  these  are  regulations  af- 
fecting the  nations  concerned  principally  in  their  external 
relations:  we  have  yet  to  see  the  principle  extended  to 
the  common  settlement  of  questions  deeply  influencing  the 
internal  constitution  of  society.  NcTertheless,  the  proposition 
of  bringing  about  some  arrangement  between  the  leading 
industrial  nations,  looking  to  the  adoption  of  a  uniform  system 
of  labor  legislation  for  the  protection  of  workmen,  has  been 
put  forth  with  frequency  and  enthusiasm  during  the  past  ten 
years.  The  suggestion,  moreover,  describes  a  phase  in  the 
treatment  of  social  questions  quite  characteristic  of  the  pres- 
ent turn  of  thought,  which  attempts  to  work  out  its  problems 
on  existing  lines  and  with  existing  resources,  and  to  effect  an 
improvement  of  society  without  first  destroying  it  One  of 
the  most  recent,  complete,  and  thorough-going  discussions  of 
this  subject  comes  from  Dr.  G^rg  Adler  of  the  University  of 
Freiburg.*  For  the  benefit  of  those  to  whom  the  original 
monograph  is  not  accessible,  a  risumS  of  its  more  important 
parts  is  herewith  presented. 

Dr.  Adler  divides  his  monograph  into  ten  sections,  the  first 
seven  of  which  are  devoted  to  the  development  of  the  theory 
of  international  labor  protection.  Each  section  being  devoted 
to  the  establishment  of  a  particular  thesis  bearing  upon  the 
general  theory,  the  first  section  is  intended  to  establish  the 
necessity  of  some  kind  of  l^^lative  intervention  for  the  pro- 

•Dr.Adler^  moaosTapb  Appeand  orlgiiianyiB  tlM  Jtmafm  dm  J>md§9km 
MtUU  tor  July,  UM.  It  wm  nbMqiMBtly  reprinted  And  pnblUlMd  ondar  tbe 
tttle  of  DU  Fraff§  dm  inimnmHomai^m  JrbeUBrtthwtmt,  Ntbtt  Mmm  KrUtk  dm 
JmtMU  JHuitm  Co9m,  wpn  Dr.  Omrg  Adler.  US8.  Munich  and  Lelpslg :  O.Hirtli. 
tfo.   PP.11S. 
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tection  of  industrial  workmen.  It  moBt  be  admitted,  accord- 
ing to  onr  author,  that  the  industrial  organization  of  modem 
society,  on  the  basis  of  its  ruling  principle,— the  complete 
freedom  of  production,—  in  so  far  as  the  State  has  not  inter- 
vened to  protect  the  laborer,  leads  to  a  gloomy  deterioration 
of  the  standard  of  life  of  the  working  classes.  The  present 
is  an  era  of  ^  capitalistic  production  "  and  unrestrained  com- 
petition ;  and,  in  the  play  of  its  various  forces,  it  is  inevitable 
that  the  motive  of  self-interest  should  dominate  the  economic 
activities  of  meik  "The  force  of  self-interest  is  so  strong," 
says  our  author,  "that,  if  the  individual  be  allowed  to  yield 
to  it  with  impunity,  he  will  actually  surrender  himself  chiefly 
to  its  guidance.'^  Tinder  the  impulse  of  this  irresistible  motive, 
it  has  been  the  great  aim  of  modem  industry  to  produce  at 
the  lowest  possible  cost;  to  purchase  the  instruments  and 
materials  of  production  as  cheaply  as  possible,  in  order  to 
realize  the  greatest  earnings.  Among  the  commodities  which 
the  capitalist  must  purchase  for  his  undertaking  is  the  com- 
modity labor.  Here,  as  elsewhere,  his  interest  impels  him 
to  purchase  the  greatest  possible  quantity  at  the  least  possible 
price,— in  other  words,  to  secure  the  greatest  amount  of  work 
for  the  lowest  wages.  Such  a  proceeding  is  indeed  harsh  and 
unmerciful  towards  our  fellow-creatures,  but  it  is  found  to  be 
the  certain  outgrowth  of  existing  conditions.  Humane  con- 
siderations are  seen  to  be  lost  sight  of  in  the  presence  of  the 
unrestrained  operation  of  self-interest. 

It  has  thus  come  to  pass,  at  times  when  the  State  has 
not  intervened  for  the  protection  of  the  workman,  that  ten- 
dencies have  been  developed  hurtful  and  hostile  to  the  work- 
ing classes.  These  injurious  tendencies  Dr.  Adler  enumerates 
under  the  nine  following  heads:  1.  The  introduction  of  the 
regular  factory  work  of  children ;  2.  Regular  factory  work  of 
women;  8.  The  often  extraordinarily  long  duration  of  the 
working  day  of  labor  in  general ;  4.  The  often  excessively  low 
rate  of  wages  of  unskilled  labor;  5.  An  occasional  lack  of 
employment  and  consequent  loss  of  wages  for  laborers  who 
are  both  able  and  willing  to  work ;  6.  Temporary  or  perma- 
nent disability  and  loss  of  earning  power  by  laborers  meeting 
with  accidents  in  the  course  of  their  work,  without  being  able 


Digitized  by 


Google 


THE  INTMENATIONAL  PROTECTION  OF  WORKMEN    488 

to  fMten  the  rMponsibility  for  their  injuries  upon  their  em- 
ployers; 7.  A  similar  disability  and  priTation  for  workmen 
taken  sick,  nnless,  as  seldom  happens,  they  chance  to  be  mem- 
bers of  an  aid  society;  8.  Permanent  disability  and  want 
befalling  workmen  in  consequence  of  old  age  or  disease, 
obliging  them  to  resort  to  pnblic  charities  for  scant  subsist- 
ence; 9.  Wretched  and  unhealthy  housing  of  the  working 
class,  although  constituting  a  considerable  charge  upon  their 
wages. 

Dr.  Adler  proceeds  to  demonstrate,  in  a  manner  quite  famil- 
iar to  readers  of  Earl  Marx,  the  existence  and  extent  of  these 
tendencies,  so  hostile  to  the  well-being  of  labor.  Each  step 
of  the  discussion  is  strongly  re-enforced  by  a  rich  mass  of 
statistical  matter  gathered  from  a  wide  and  varied  field.  We 
cannot  stop  to  follow  each  turn  of  the  argument,  however 
interesting  and  instructive.  It  all  centres  around  the  unhappy 
social  conditions  which,  from  the  very  nature  of  things,  have 
r-  accompanied  the  unhindered  sway  of  self-interest  acting  under 

"  modem  industrial  conditions.    Here  is  atypical  example:  — 

The  introdocUon  of  the  systematic  employment  of  women  and  chfl- 

'*■  dfen  in  industrial  operations  has  been  made  possible  by  the  wonderful 

>  derelopment  of  machinery  and  of  the  division  of  labor.    There  was  then, 

^v  for  the  first  time,  a  mass  of  w<Nrk  at  once  li^t  and  simple,  and  requiring 

|.  regular  attention,  that  could  be  intrusted  to  the  feeble  lumds  of  women 

and  children.    Out  of  the  poBtiMUtif  of  the  application  of  the  Jtbor  of 

w<mien  and  children  was  necessarily  developed  the  actuality  of  such  an 

application,  since  the  capitalist  would  find  it  more  profitable  to  employ 

the  cheaper  labor  of  women  and  children  instead  of  adult  male  laborers. 

^ ;  And  the  parents  of  children  also  had  an  interest  in  availing  themselves 

of  this  opportunity,  by  the  prospect  thus  held  out  of  increasing  their 

income. 

t^-  And,  since  the  interest  of  the  employer  thus  induced  him  to  make 

^  Uie  utmost  use  of  the  cheap  labor  forces  of  women  and  children,  thore 

{;  was  forthennore  developed  the  tendency  towards  lengthening  the  work- 

^  Ing  day  of  those  individuals. 

^\  In  this  way,  the  necessity  of  the  factory  work  of  women  and  children 

in  the  industrial  economy  of  the  present  day  —  as  long  as  the  State  does 
Tr^'  not  eonoem  itself  with  social  matters — may  be  theoretically  deduced. 

I  ^  That  the  fscts  eonrespood  with  the  theory  is  but  too  well  known.    Noth- 

i  Ing  further  needs  to  be  said  about  Knglish,  French,  and  Belgian  expsri- 

^'  eness.    It  has  been  definitely  settled  that  many  children  as  young  as 

'f  r  eight  and  ten  yean  are  steadily  occupied  at  tegular  fMtory  work  f6r 

ji^  twelve  hours  and  more;  that  married  women  are  engsged  at  the  most 
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oanse,  ^in  conseqnenoe  of  the  prolongation  of  the  working 
day,  the  time  required  for  the  production  of  a  given  quantity 
of  commodities  ia  shortened,  so  that  profits  are  also  returned 
in  a  shorter  term,  or,  what  amounts  to  the  same,  the  earnings 
for  the  same  period  are  greater.*^ 

This  tendency,  which  is  always  potent  in  normal  times,  is 
much  intensified  in  the  times  of  commercial  and  industrial 
expansion  which  ordinarily  precede  a  oonunercial  crisb ;  and 
it  b  during  such  seasons  particularly  that  laborers  are  induced 
to  f or^^  opposition  U>  a  change  of  working  hours  by  the  offer 
of  a  more  liberal  compensation  for  the  extra  time.  ^^But,** 
obsenres  Dr.  Adler,  ^as  soon  as  bad  times  follow,  wages  are 
often  reduced,  while  the  longer  hours  remain,  so  that,  as  a 
permanent  result,  we  find  a  deterioration  of  the  position  of  the 
laborer."  It  is  hardly  necessary  to  add  that  an  inordinately 
long  working  day  will  be  attended  with  eyil  consequences  to 
the  health  and  well-being  of  the  laborer. 

Dr.  Adler  issues  from  his  examination  of  the  characteristic 
tendencies  of  the  modem  industrial  economy  with  the  conclu- 
sion that,  as  long  as  the  State  does  not  intervene,  it  will  lead 
to  the  tmlimited  exploitation  of  the  labop>power  of  men, 
women,  and  children,  and  that  a  change  can  be  effected  only 
by  means  of  regulative  legislation.  That  1^^  limitations  can 
be  so  administered  as  to  attain  their  purpose,  the  improvement 
of  the  condition  of  the  working  classes,  is  entirely  apparent 
from  the  example  of  England. 

Nearly  every  considerable  industrial  nation  has  found  itself 
obliged,  by  force  of  circumstances,  to  do  something  towards 
mitigating  the  evils  and  sufferings  that  oppress  the  working 
classes.  But  no  one  country  has  yet  attempted  to  apply  all 
the  regulations  necessary  for  the  effective  protection  of  labor ; 
and,  what  is  more,  only  a  part  of  them  has  anywhere  been  seri- 
ously agitated.  Still,  serious  difficulties  and  violent  opposition 
have  been  encountered  in  what  has  thus  far  been  attempted. 
Nor  have  these  difficulties  been  confined  to  the  stout  resistance 
of  the  manufacturers  to  protective  labor  l^^lation,  for  such 
oppontion  is  to  be  expected  in  the  case  of  any  innovation  at 
all  prejudicing  the  interests  of  capital;  but  there  are  diffi- 
culties of  another  sort,  such  as  are  grounded  in  the  nature  and 


Digitized  by 


Google 


THE  INTERNATIONAL  PROTECTION  OF  WORKMEN    487 

or  impTACticable.  It  will  rather  depend  upon  tbe  chanicter  of  the  pio- 
poMd  legialation  and  the  chai^get  thereby  imposed  upon  the  employer. 

We  obsenre  among  the  charges,  whldi  are  Imposed  by  laws  passed  in 
the  interest  of  labor,  one  yery  special  kind  in  particular;  namely,  such 
as,  measured  by  their  magnitude,  are  narrowly  UmiUd  charges.  If,  for 
example,  compulsory  workmen's  insurance  against  sickness  should  be 
introduced,  and  employers  should  be  obliged  to  pay,  in  proportion  lo  the 
number  of  their  workmen,  one-third  of  all  expenses,  such  a  chaige  would 
be  a  narrowly  limited  one.  The  expenses  of  sick  insurance  are  so  small 
that  the  employer  (manufacturer  or  master  mechanic)  would  need  to 
expend  only  a  few  marks  a  year  for  each  of  his  workmen.  But,  if  the 
manufacturer  does  not  reimburse  himself  for  this  additional  cost,  his 
earnings  will  be  diminished  by  the  full  amount  thereol  Sren  in  this 
most  unfayorable  case,  however,  the  manufacturer's  misfortune  is  not 
great,  since  his  earnings  suffer  but  a  slight  diminution.  There  is,  there- 
fore, no  occasion  to  pity  the  manufacturer;  still  less  need  we  fear  that 
such  an  Inslgnlflrant  difference  between  domestic  and  foreign  profits 
could  hare  an  at  all  deciding  influence  upon  the  competing  ability  of 
domestic  industry. 

Similarly,  f6r  example,  a  law  prohibiting  tbe  employment  of  children 
under  twelve  years  of  age  in  manufacturing  is  such  as  imposes  only 
narrowly  limited  charges  upon  the  employer.  If  the  employment  <rf 
women  and  children  over  twelve  years  of  age  is  allowed,  the  employer 
has  as  large  a  supply  of  the  cheapest  labor-power  as  he  can  desire.  The 
quantity  of  available  labor-power,  and,  consequently,  the  amount  of 
profit  to  be  made  therefrom,  is  diminished  by  but  a  small  fragment 
Therefbre,  in  this  case,  also,  the  possible  reduction  of  tbe  pn^lts  ^f  the 
manufacturer  or  master  is  kept  within  narrow  limits. 

The  conclusion  to  be  drawn  from  this  is  that,  proiective  labw  law$t 
whUh  impo$e  narrcwly  limited  eKarge*  upon  the  emplofyer^  may  he  eery 
properly  adminUtered  on  a  national  baeie  withomt  any  appreciable  it^wry 
to  the  economic  inierette  of  the  naUon. 

Dr.  Adler  holds  laws  on  oompolaory  workmen's  msaranoe, 
proyiding  for  tbe  contingencies  of  accident,  sickness,  old  age, 
and  permanent  disability,  orphanhood,  and  widowhood,  as 
also  laws  prohibiting  the  employment  of  children  under  twelve 
years  and  women  enodnU^  to  be  regulations  well  adapted 
to  national  administration.  They  wonld  create  only  sli^t 
charges  npon  the  employer.  The  average  cost  to  employers 
in  Germany  of  woAmen's  sick  insurance  is  estimated  by  Dr. 
Adler  not  to  reach  the  sum  of  four  marks  a  year  for  every 
workman  coming  within  the  scope  of  the  legislative  provision. 
And,  although  it  is  unlikely  that  the  producer  can  reimburse 
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himielf  for  this  deduetion  from  his  earnings  by  increased 
prioeii  neTertheless  the  amount  is  so  insignificant  that  it 
hardly  demands  serious,  much  less  sympathetic,  attention. 
Our  author  is  not  disposed  to  deny  that  a  number  of  such 
charges  taken  together  might,  in  some  cases,  become  so  serious 
as  to  prejudice  the  well-being  of  domestic  industry;  but  he 
does  not  belicTe  that  it  will  be  attended  with  sudi  conse- 
quences in  Germany,  the  only  country  in  which  the  yarious 
forms  of  workmen^s  insurance  are  likely  to  be  soon  realised* 
And  he  reminds  those  reformers  who  are  striving  to  remove 
or  even  only  to  mitigate  social  evils,  without  phicing  a  put 
of  the  burden  upon  interest  and  profits,  that  they  are  guilty 
of  applying  to  social  conditions  the  maxim,  *<  Wasch'  mir  den 
Pels,  aber  mach*  mich  nicht  nass.'' 

Continuing,  Dr.  Adler  next  examines  the  second  sort  of 
impediments  in  the  way  of  a  comprehensive  system  of  national 
labor  legislation,  and  in  this  connection  approaches  the  ques- 
tion suggested  above.    He  reasons  as  follows :  — 

In  addition  to  the  first  kind  of  protective  labor  laws,  which  are  accom- 
panied by  narrowly  limited  charges  upon  employers,  there  are  also  laws 
which,  if  carried  out  in  a  tingle  country,  might  under  circumstances 
seriously  damage  many  enterprises,  be  it  by  a  substantial  diminution  of 
their  earnings  or  by  removing  the  prospect  of  chance  gains  {KonjunC" 
turengewinne). 

Let  us  take,  for  example,  a  law  which  entirely  prohibits  the  industrial 
employment  of  children,  and  which  restricts  the  working  day  of  women 
to  ten  hours,  in  a  certain  country.  Employers  would  be  very  much  cut 
off  from  utilizing  precisely  the  cheapest  labor-power  by  such  a  law.  On 
the  other  hand,  competing  industrial  countries,  in  which  no  such  laws 
prevailed,  would  make  the  greatest  possible  use  of  the  extremely  cheap 
labor  of  women  and  children,  in  consequence  of  which  the  cost  of  pro- 
duction of  foreign-made  commodities  would,  caieria  pori&tM,  be  much 
less  than  that  of  those  produced  at  home  under  the  protective  labor  laws. 
As  soon,  therefore,  as  a  contest  arose  for  the  acquisition  of  a  new  market, 
.foreign-made  goods  would  be  supplied  more  cheaply  than  domestic  goods 
(since  the  former,  by  reason  of  their  lower  cost  of  production,  would 
yield  a  satisfactory  profit,  even  at  a  price  lower  than  that  of  the  domestic 
goods).  Accordingly,  all  newly  opened  markets  would  be  won  abroad, 
the  home  producer  not  being  able  to  compete  with  his  foreign  rivals  at 
the  lower  prices.  An  deception  would  have  to  be  made  only  in  those 
cases  in  which  the  home  producer  had  some  advantage  over  the  foreigner 
in  the  other  elements  of  production  (as  cheaper  raw  materials,  better 
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qnalitj  of  materUla,  special  skill  of  workmen,  lower  cost  of  tnmsporta- 
ti<m  from  the  place  of  production  to  the  place  of  sale).  But  even  the 
maintenance  of  their  old  marlcets  would  be  a  difficult  task  for  the  domestic 
manafactnrers  burdened  with  an  efficacious  labor  protection,  wherever 
they  worked  under  conditions,  in  other  rupecU,  the  same  with  foreign 
industry.  Domestic  industry,  in  order  to  retain  its  nuurkets,  would  have 
to  sell  at  as  low  prices  as  foreigners,  the  consequence  of  which  would 
be  a  general  and  serious  fiUl  of  the  profits  of  domestic  industry.  And 
there  would  follow:  first,  an  emigration  of  loan  capital,  in  the  hope  of 
reodving  more  interest  abroad;  second,  manufacturers  would  rather 
establish  factories  abroad,  where  they  could  manufacture  at  a  lower 
cost;  and,  third,  the  poorly  situated  class  of  domestic  enterprises^ that 
were  Just  able  to  keep  above  water  under  the  earlier,  better  prices^ 
would  be  ruined  and  compelled  to  go  out  of  business. 

But,  further,  a  system  of  far-reaching  protective  labor  legislation 
operating  in  the  way  described,  if  carried  out  only  in  our  country,  while 
other  nations  quietly  looked  on,  might  very  considerably  diminish  our 
ehance  gains  during  a  season  of  great  industrial  expansion.  At  such  a 
crisis,  it  pays  to  make  the  most  of  the  numientaiy  temper  of  the  market 
by  throwing  the  greatest  possible  amount  of  c<Hnmodities  upon  it.  But, 
if  the  domestic  producer  is  not  allowed  to  employ  children  at  all,  and  is 
allowed  to  employ  women  only  to  a  limited  extent,  he  is  prevented  from 
producing  as  much  as  he  might  wish.  He  is,  therefore,  compelled  to 
let  the  opportunity  of  reaping  exceptionally  high  profits  slip  away  partly 
unavalled  of;  and,  if  the  season  of  activity  in  trade  is  followed  by  one 
of  depression,  the  previous  production  having  been  too  extravagantly 
increased,  and  having  far  outrun  the  demand,  the  domestic  manufacturer 
will  suffer  from  the  HXi  of  prices  almost  the  same  as  the  foreigner. 

It  thus  becomes  apparent  how  hazardous  any  purely  national  proceed- 
ing is  in  the  case  of  the  second  sort  of  protective  labor  legislation.  We 
are,  accordingly,  necessarily  forced  to  demand  that  the  protection  of 
workmen  shall  be  carried  out  on  an  inUmaUonal  scale,  by  having  the 
various  countries  with  a  developed  industry  act  in  concert. 

Having  examined  the  theoretical  grounds  of  the  weaknesa 
and  inaaffidency  of  national  labor  legialation,  Dr.  Adler  next 
inqoirea  how  the  facta  agree  with  the  theory;  and  here  he 
makee  hia  principal  appeal  to  the  example  of  England.  Of  all 
European  workmen,  the  Engliahman  is  the  best  provided. 
He  has  the  shortest  working  daj  and  gets  the  highest  wages. 
So  much  better  is  his  condition  than  that  of  his  continental 
brethren  that  the  cost  of  labor  to  an  English  manufacturer  ia 
far  higher  than  the  corresponding  expense  to  his  continental 
competitor.    And  these  improvements  in  the  condition  of  the 
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turn  that  explains  why  it  is  that  the  shorter  hoars  and  greater 
wagea  of  the  English  workman  are  jost  now  beginning  to  be 
felt  as  important  &otors  in  determining  the  future  strength 
of  English  indostrj.  However,  Dr.  Adler  thinks  that  the 
same  condition  wonld  have  resulted  even  if  English  legislation 
had  not  done  what  it  did  to  protect  labor.  This  legislation 
saved  English  labor  from  the  degeneration,  misery,  stupidity, 
and  brutaliaation  towards  which  it  was  rapidly  declining  in 
the  early  decades  of  this  century,  and  thus  exercised  a  power* 
fnl  influence  in  preserving  its  superior  efficiency,  and,  oonae> 
qnently,  in  maintaining  the  competing  ability  of  English  in- 
dustry. The  factory  legislation  may  have  anticipated  and 
accelerated  the  advent  of  the  inevitable  crisis  when  England 
would  have  to  contend  with  the  competition  of  foreign  rivals, 
but  it  certainly  did  not  produce  it*  As  it  is,  this  point  has 
been  reached  without  the  sacrifice  of  the  English  laborer. 

Dr.  Adler  makes  a  similar  examination  of  the  industrial 
Btuation  of  the  leading  commercial  nations  of  continental 
Europe,  showing  how  eadi  in  its  own  turn  is  threatened 
by  the  competition  of  those  of  its  neighbors  who  have 
done  the  least  for  the  protection  of  labor.  He  lajB  especial 
emphasis  upon  the  example  of  Belgium,  the  flower  of  whose 
indust^  has  been  attained  by  the  indescribable  suffering  and 
sacrifice  of  the  masses. 

On  the  other  hand,  it  appears  that  the  social  salvation  of  the 
working  class  cannot  be  adiieved  otherwise  than  at  the  ex- 
pense of  the  prosperity  of  the  national  industry,  by  any  conn- 
try  acting  alone.  And  national  feeling  is  so  sensitive  in  aU 
matters  relating  to  national  prosperity  that  the  progress  of 
much  legislation  that  is  undoubtedly  attended  with  ttur  more 
good  than  damage,  is  almost  completely  retarded.  Any  propo* 
sition  for  the  social  amelioration  of  the  condition  of  the  work- 
ing daas  that  carries  with  it  the  least  suspicion  of  jeopardizing 
the  national  industries  will  encounter  formidable  opposition, 
even  amoi^  the  friends  of  labor.  National  vanity  and  national 
solicitude  are  seldom  appealed  to  in  vain. 

The  method  proposed  by  our  author  for  escaping  from  this 
difficulty  is  to  have  all  the  important  industrial  nations  adopt 
a  common,  uniform  system  of  protective  labor  l^^lation.    In 
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this  way,  local  opposition  would  be  silenced ;  and  such  legisla- 
tion could  be  more  fiuvreaching  and  effective,  and  would 
finally  inflict  no  appreciable  injury  upon  national  industry. 
Indeed,  Dr.  Adler  thinks  that,  unless  some  steps  are  taken 
towards  realizing  the  plan  of  an  international  union,  not  only 
will  the  progress  of  labor  legislation  be  very  slow  in  each 
separate  country,  in  consequence  of  the  ever-increasing  inten- 
sity of  international  competition,  but,  more  than  this,  that 
what  has  already  been  accomplidied  will  be  put  in  question. 
And  he  cites  the  carefully  worked  out  conclusion  of  Professor 
Nasse,  to  the  effect  Uiat,  within  the  near  future,  a  pressure 
will  be  exerted  to  lower  wages  in  England  until  tiiey  ap- 
proach, in  some  degree,  those  of  Continental  Europe.  Pro- 
fessor Nasse  even  goes  so  far  as  to  think  that  the  process  has 
already  begun. 

Dr.  Adler  points  out  a  furdier  and  veiy  important  tendency 
of  international  labor  leg^lation,  as  a  means  for  mitigating 
the  severity  of  industrial  crises.  Overspeculation  and  over- 
production are  the  symptoms  of  industrial  expansion  and  the 
causes  of  commercial  revulsions.  Now,  if  some  means  could 
be  devised  for  checking  or  preventing  overproduction,  one 
of  the  necessary  conditions  to  industrial  expansion  would  be 
taken  away.  And  Dr.  Adler  maintains  that  his  proposed  inter- 
national l^slation  would  have  the  desired  effect  by  limiting 
the  maximum  working  day,  prohibiting  night  work,  and  the 
like.  Production  could  then  be  increased  to  any  considerable 
extent  only  by  the  employment  of  more  workmen  and  exten- 
sion of  plant;  in  a  word,  by  an  increased  outlay  of  capital. 
And  thisy  we  have  already  seen,  is  a  very  costly  and,  conse- 
quently, unlikely  proceeding.  Such  serious  obstacles  would 
be  thrown  in  the  way  of  a  ready  compliance  with  an  abnor- 
mal and  temporary  demand  for  increased  production  that  the 
momentary  temper  of  the  market  would  probably  soon  sub- 
side for  lack  of  sustentation.  Fewer  commodities  being  pro- 
duced than  demanded,  the  market  would  be  less  likely  to  be 
heavily  stocked,  and  prices  would  be  more  likely  to  maintain 
their  equilibrium.  This  remedy  can  hardly  be  daimed  to 
strike  at  the  root  of  the  evil  attacked,  but  it  at  least  promises 
a  means  of  applying  brakes  to  the  wheels  of  industry  just 
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when  it  k  all-iinportant  thst  they  should  not  travel  beyond 
their  normal  speed.  Dr.  Adler's  suggestion  is  certainly 
worthy  of  further  study  by  those  who  have  been  disposed  to 
look  upon  the  regular  recurrence  of  commercial  crises  as  an 
evil  fixed  in  the  nature  of  the  modem  business  world. 

Such  are,  in  brief,  the  principal  reasons  by  which  Dr.  Adler 
urges  the  necessity  and  importance  of  establishing  an  inter- 
national union  for  the  protection  of  workmen.  And,  in  clos- 
ing this  part  of  his  study,  he  is  careful  to  point  out  what  he 
considers  the  proper  subject-matter  for  international  adminis- 
tration. Not  all  labor  legislation,  but  only  that  which  im- 
poses connderable  chaiges  and  restrictions  upon  industry, 
should  be  carried  out  upon  an  international  scale.  This  dis- 
tinction has  already  been  indicated  above  in  Dr.  Adler's  own 
language.  He  especially  cautions  reformers  against  being  over- 
xealous  and  hasty,  and  advises  them  to  keep  close  to  tried  or 
known  expedients.  No  proposal  that  has  failed  to  attract  the 
unanimous  support  of  scientific  men  interested  in  the  work  of 
sodal  refonn,  and  of  the  immediately  concerned  working  class, 
can  be  regarded  as  a  fit  subject  for  international  negotiation 
or  discussion.  Consequently,  such  questions  as  a  legal  mini- 
mum of  wages  and  dwelling-house  reform  must  be  shelved  for 
the  present.  They  have  not  yet  experienced  a  complete  sci- 
entific examination  or  solution.  The  more  that  is  asked,  the 
more  opposition  will  be  encountered ;  and  a  single  fallacious 
or  misjudged  step  may  postpone  needed  reform  for  years. 
Accordingly,  the  immediate  object  of  a  uniform  system  of 
international  labor  protection  must  be  the  regulation  of  such 
matters  as  the  prohibition  of  the  industrial  employment  of 
children  under  thirteen  years;  a  general  maximum  working 
day  of  ten  hours  in  factori^  and  workshops;  prohibition  of 
night  work  and  Sunday  work,  except  where  the  nature  of  the 
work  or  public  convenience  requires  otherwise ;  ^  half-time  *' 
for  young  persons  between  the  ages  of  thirteen  and  uxteen 
years  and  also  for  married  women ;  prohibition  of  the  employ- 
ment of  young  persons  and  women  in  occupations  dangerous 
to  health  or  morality ;  a  maximum  woridng  day  of  ten  hours 
for  all  young  persons  of  the  ages  of  thirteen  to  eighteen  years 
engaged  in  domestic  industries;  prohibition  of  certain  methods 
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of  mftnnfsctttre  dangerous  to  health.  It  is  hardly  neoeMary 
to  state  that  Dr.  Adler  would  not  have  these  innovations  in- 
trodaced  all  at  onoe.  The  prooess  would  have  to  be  gradual^ 
so  as  to  produce  as  little  dislocation  and  suffering  as  the  nature 
of  the  change  would  permit. 

Modest  as  this  programme  of  reform  would  seem,  and  how- 
ever well  founded  the  necessity  of  international  labor  protec- 
tion appears,  several  Gtorman  economists — notably  Professors 
Ck>hn  and  Brentano — have  taken  exception  to  it.  A  separate 
section  of  Dr.  Adler's  monograph  is  given  to  a  consideration 
of  Cohn's  objections,  which  must  be  briefly  noticed.  The 
gist  of  Professor  Cohn's  reasoning  may  be  stated  as  follows : 
All  labor  legislation,  in  so  far  as  it  does  not  keep  in  close 
touch  with  the  actual,  though  it  may  be  deplorable,  condition 
of  the  working  classes,  will  seriously  prejudice  the  laborer^ 
interest  by  diminishing  his  income,  and  will  therefore  prove 
impracticable.  Factory  laws  strike  not  only  the  manufact- 
urer, but  also  the  workman  and  his  family,  who,  in  obedience 
to  the  great  natural  law  that  mankind  will  live  wretchedly 
rather  than  not  at  all,  have  accommodated  themselves  to  their 
miserable  drcumstances.  It  follows  that  the  labor  legislation 
of  every  country  must  be  in  strictest  accord  with  its  economic 
and  social  situation.  But,  as  economic  and  social  conditions 
vary  from  country  to  country,  it  is  clear  that  each  nation  must 
have  its  own  special  and  peculiar  system  of  labor  legislation. 
A  common  system  of  international  labor  protection  is,  there- 
fore, out  of  the  question. 

According  to  Professor  Cohn,  the  opposition  would  comey 
strange  to  say,  not  from  the  employing  class,  but  from  the 
worl^g  class,  who  would  be  unable  to  bear  a  diminution  of 
their  income.  Dr.  Adler  allows  that  labor  legislation  would 
involve  some  reduction  of  earnings.  But,  granting  this  pointi 
he  asks  why  it  should  make  the  contemplated  legislation  im- 
possible. Have  not  the  frequent  and  distressing  commercial 
crises  of  the  modem  world  been  attended  with  g^reat  reduo- 
tions  of  wages  as  well  as  with  other  consequences  far  more 
detrimental  to  the  interests  of  labor?  The  world  did  not  get 
out  of  joint  then.  Why,  therefore,  should  protective  laws 
that,  at  the  worst,  would  produce  infinitely  less  mischief  be  re. 
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garded  ai  impraotioable,  especially  when  the  alleged  fall  of 
wages  would  be  compensated  for  by  important  gains  of  an- 
other kind,  not  unwelcome  to  the  laborer?  But,  after  all, 
the  diminution  of  the  income  of  labor  would  be  trifling  and 
temporary.  For,  the  factory  work  of  children  being  pro* 
hibited  and  limitations  being  placed  upon  the  employment  of 
adults,  the  demand  for  laborers  would  increase  and  wages 
would  rise,  even  though  not  entirely  sufficient  to  cover  the 
previous  reduction.  And  employment  would  also  be  found 
for  the  many  who  are  out  of  work,  even  in  normal  times,  and 
earn  no  wages  at  alL  Furthermore,  the  reduction  of  wages 
would  be  but  temporary;  for  the  workman's  family  would 
have  to  gradually  accommodate  itself  to  its  diminished  income. 
If,  as  Cohn  aigues,  the  allowance  of  the  factory  employment 
of  children  stimulates  the  increase  of  the  family,  then  its  pro- 
hibition must  operate  as  a  check  upon  the  undue  growth  of 
the  family,  and  lessen  the  number  to  be  provided  for.  The 
standard  of  living  would  thus  be  gradually  raised.  It  must 
also  be  remembered,  as  has  already  been  pointed  out,  that 
without  international  protection  wages  will  have  to  ^dl  in 
England,  as  also  in  the  great  exporting  States  of  the  Continent. 

Professor  Cohn  next  objects  to  international  labor  legisla- 
tion, on  the  score  of  its  impracticability.  With  the  experiences 
of  individual  States  in  the  administration  of  their  factory  leg- 
islation before  us,  can  we  bring  ourselves  to  believe,  asks 
Professor  Cohn,  that  an  international  labor  law  would  be 
everywhere  uniformly  administered  ?  When  we  examine  what 
numerous  difficulties  the  administration  of  the  Swiss  factory 
aet  of  1877  has  had  to  encounter  as  between  the  separate 
oantons,  we  can  realize  the  futility  of  expecting  that  an  inter- 
national  factory  legislation  would  be  uniformly  administered 
in  different  countries,  with  great  diversity  in  the  machinery  of 
government,  and  with  far  greater  diversity  in  the  situation  of 
the  working  class  than  could  possibly  exist  between  portions 
of  the  same  country. 

To  this  objection.  Dr.  Adler  replies  that  the  present  defects 
in  the  administration  of  factory  legislation  are  due  predsely 
to  the  absence  of  a  common  international  system.  The  one 
insurmountable  obstacle  in  the  way  of  an  effective  national 
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foctory  legislation — namely,  the  impurment  of  national  indna* 
try — would  be  removed  by  a  uniform  international  labor 
leg^lation.  Cohn  \b^  therefore,  guilty  of  reasoning  in  a  yioiooa 
circle  when  he  makes  approval  of  international  legislation 
dependent  upon  the  success  of  a  purely  national  system: 
whereas,  in  reality,  an  international  proceeding  is  the  neces- 
sary presupposition  of  a  national  labor  legislation  that  shall 
not  prove  burdensome  to  the  employing  class. 

And  it  is  also  this  same  consideration  that  ^ves  Dr.  Adier 
so  much  faith  in  the  future  realixation  of  some  form  of  inter- 
national labor  protection.  According  to  his  thought,  it  is  the 
only  way  out  of  much  of  our  present  social  evil  and  discon- 
tent* And  he  believes  it  will  succeed,  because  it  must  suc- 
ceed. Something  must  be  done,  for  the  tendency  of  unregu- 
lated capitalistic  production  is  to  sink  the  proletariat  into  a 
degraded  and  untenable  position.  The  alternative  is  clearly 
presented:  either  the  decUne  of  modem  civilization,  if  the 
State  continues  to  pursue  the  principle  of  latsHz-faire^  or  else 
an  energetic  social  reform,  embracing  international  labor  pro- 
tection, whereby  mankind  will  gradually  attain  to  higher 
culture  and  civilization.  It  is  not  the  enthusiastic  theorist 
who  discovers  this  alternative,  but  the  natural  process  of 
society,  which  will  compel  mankind  to  take  the  one  or  the 
other  course.  It  cannot  be  doubted,  however,  which  road 
will  be  chosen:  ceaseless  agitation  to  save  the  masses  from 
social  degradation,  combined  with  the  ever-tightening  pressure 
of  national  competition,  unmistakably  point  to  international 
labor  legislation  as  the  necessary  escape  from  degeneration. 
And  it  is,  furthermore,  argues  Dr.  Adler,  the  necessity  of 
this  remedy  that  will  be  the  greatest  surety  for  its  vi^lant 
enforcement  and  administration,  when  adopted.  Nations  will 
observe  such  an  obligation,  because  it  will  be  for  their  inter- 
est, and  because  public  opinion  would  not  tolerate  its  vio- 
lation. When  public  opinion  is  once  won  for  the  needed 
reform, —  and  Dr.  Adler  presents  a  large  mass  of  facts  to 
show  that  the  drift  is  in  this  direction, — means  will  not 
be  wanting,  he  thinks,  to  insure  an  effective  international 
co-operation  for  the  accomplishment  of  this  purpose.  Where 
there  is  a  will,  there  is  a  way. 

A.  C.  MiLLBB. 
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Ths  Oiomah  degli  EeancmUH  of  Bologna  annoancet  a  new 
periodical,  the  OredUo  e  Cooperaxiane^  to  be  published  at  the 
organ  of  the  Italian  popular  banks.  The  annoonoement,  which 
is  signed  by  Professor  Lnzsatti  and  Dr.  Zorli,  gives  notice  that 
the  new  publication  can  be  obtained  hj  sabsoribers  to  the 
Oiarnale  by  an  additional  payment  of  three  lire. 


Ths  Oerman  bill  for  the  compnlsory  insurance  of  workmen 
against  old  age  and  permanent  disability,  of  which  some 
account  was  ^ven  in  the  last  issue  of  this  Journal^  became 
law  in  May.  The  salient  features  of  the  act  as  it  now  stands 
on  the  statute-book  are,  as  already  described:  graded  pre- 
miums and  benefits;  an  organization  distinct  from  that  for 
sickness  or  accident;  and  fairly  liberal  provisions  for  the 
insured. 

PsoFxasoB  L.  Bbxhtavo,  who  left  Strassburg  for  Vienna 
in  the  spring  of  1888,  has  now  accepted  a  call  to  Leipzig, 
where  he  become  Professor  of  Political  Economy  and  Finance. 
His  place  at  Vienna  is  taken  by  Professor  A.  y.  Miaskowski, 
hitherto  at  Breslau.  We  note  also  that  Dr.  R.  y.  Eaufmann, 
who  has  been  DoeefU  at  Berlin,  becomes  Professor  of  Political 
Economy  at  the  Royal  School  of  Technology  in  Charlotten- 
buig,  and  that  Dr.  J.  WolfE,  professor  extraordinary  at  the 
University  of  Ztirich,  has  been  made  professor  in  ordinary  at 
that  institution. 


GusTAY  FiscHXB,  Jena,  announces  the  publication  of  a 
Hcmdwdrterbuch  der  StaaU%oi$sen$chqften^  edited  by  Pro- 
fessors Conrad,  Lexis,  Elster,  and  Loening.    The  prospectus 
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reader  miiBt  bear  in  mind  how  little  of  the  iron  coonted  under 
anthracite  ia  now  made  with  that  fael  alone.    The  figures 
indicate  thousands  of  net  tons. 
Pig  iron  made  in  the  United  States  with 

AnthraelU  mhmimom  (cokt), 

ItTO  • 980  V70 

187S 1,870  981 

1874 1,908  810 

1878 7M  880 

1878 lfi»  14M 

1880 1,808  1,900 

1881 1,78«  1,888 

1888 8,018  8^188 

1884 1,086  9,015 

1880 1,404  9,070 

1888 9480  8306 

1887 9,888  4,971 

1888 1,880  4,744 

The  report  further  tells  us  that  in  Maryland,  which  was 
on  the  list  of  anthracite-using  States  up  to  1886,  only  bitumi- 
nous iron  is  now  made,  and  that  **three  large  furnaces,  in 
Berks  and  Lebanon  Counties,  in  the  SchuylkUl  and  Lower 
Susquehanna  VaOeySi  and  on  the  edge  of  the  anthracite  coal 
fields,  ran  wholly  on  coke  in  1888.'' 

Coke  is,  on  the  whole,  a  better  fuel  for  smelting  iron  than 
anthracite.  Moreover,  bituminous  coal  can  be  got  in  prac- 
tically unlimited  quantity;  and  the  process  of  converting  it 
into  coke  has  been  much  improved  and  cheapened  in  recent 
years.  Anthracite,  on  the  other  hand,  is  found  only  in  one 
narrow  field,  is  limited  in  quantity,  and  is  in  steady  and  active 
demand  along  the  seaboard  for  domestic  use  and  miscellane- 
ous manufacturing.  Coke  has  consequently  fallen  in  price  as 
compared  with  anthracite,  and  the  tendency  to  give  up  the 
latter  in  iron-making  has  been  inevitable.  The  history  of 
iron-making  leads  us  to  expect  that  here,  as  in  other  countries, 
the  ore  will  move  to  the  fuel,  and  not  the  fuel  to  the  ore. 
The  bulk  of  the  iron  of  the  United  States  is  already  made  in 
the  interior.  The  displacement  of  anthracite  may  be  expected 
to  give  the  districts  near  the  seaboard  in  the  future  even  a 
less  important  part  in  the  iron  industry  than  they  now  take. 
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MR.  WICKSTEEiyS  NOTES  UPON  JEVONS. 

Mr.  Wicksteed's  interesting  paper  •  on  Jevons's  Theory  of 
JPoUHoal  JBoonomy  deserves  the  attentive  study  of  all  who 
believe  in  the  possibility  of  a  quantitative  form  of  the  science. 
Mr.  Wicksteed  gives  as  not  so  much  a  criticism  of  Jevons  ss 
an  alternative  method.  This  new  method,  whether  an  im- 
provement or  not,  is  valuable  as  an  illustration  of  the  mutual 
relations  of  economic  quantities.  There  are,  however,  two 
points  on  whidi  Mr.  Wicksteed  directly  challenges  the  older 
writer's  views. 

The  first  of  these  is  the  form  of  the  curve  of  the  price  of 
wheat,  which  Jevons  regards  as  asymptotal  and  Mr.  Wick- 
steed as  cutting  both  axes.f  Mr.  Wicksteed  proposes  to  limit 
his  curve  to  the  prices  of  wheat  considered  as  used  for  human 
food  only.  This  limitation  does  not  radically  alter  the  prob- 
lem, as  Uie  alternative  uses  at  lower  values  only  delay  the  ap- 
proach of  the  curve  to  the  axis,  and  do  not  prevent  it  reach- 
ing zero,  if  Mr.  Wicksteed's  views  be  correct. 

There  are  other  uncertainties  in  the  data.  Is  the  excessive 
supply  supposed  to  be  caused  by  an  accidentally  large  yield 
or  acreage,  or  by  the  discovery  of  a  new,  more  prolific  variety? 
Differences  of  this  kind  in  the  data  would  modify  the  form  of 
the  curve,  but  would  not  affect  the  main  question  whether  or 
not  it  b  asymptotal. 

So  long  as  a  surplus  of  wheat  in  one  season  can  be  kept  so  as 
to  reduce  human  labor  in  a  future  season,  I  do  not  see  how  its 
price  can  fall  to  zero.  If  the  surplus  be  sufficient  to  render 
needless  the  raising  of  more  wheat  for  twenty  years,  it  will 
still  have  a  value  amounting  to  the  present  value  of  the  de- 
ferred cost  of  wheat-raising  in  the  twenty-first  year  after  de- 
ducting the  expenses  of  storing  it.  As  to  the  other  end  of  the 
ourve,  Mr.  Wicksteed  is  no  doubt  right  in  saying  that  an  in- 
finite price  is  an  impossibility.  A  price  cannot  actually  be 
higher  than  the  total  amount  of  money  owned  by  the  richest 

•  OHflHrn^  Jiammal^MoanomkB,  April,  vm  p.  SW.  tiMA,p.«S. 
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haj%r  in  the  worid.  Bat»  if  we  oan  say,  and  continue  without 
liinit  to  say,  tliat,  if  tlie  buyer  were  richer,  the  price  woold  be 
higher,  then  we  may  say  the  carve  is  asymptotid. 

Jerons  supposes  that  a  total  deficiency  of  wheat  could  not 
be  compensated  by  other  foods.  I  doubt  whether  a  total  fail- 
ure of  one  harvest  would  cause  anything  approaching  the 
entire  destruction  of  wheat-eating  peoples ;  but  several  succes- 
sive total  failures  might  do  so,  if  other  food  crops  were  not  in- 
creased. As  Mr.  Wicksteed  points  out,  the  famine  (i.e^  death) 
point  would  soon  be  reached  by  the  poorest  people.  In  fact, 
this  point  is  now  reached  by  the  disabled  poor,  whom  the 
State  alone  prevents  from  starving.  As  the  supply  dwindled 
and  the  price  advanced,  the  richer  strata  of  society  would  be 
affected  in  succession.  Finally,  we  must  imagine,  if  the  struct- 
ure of  society  still  existed,  the  last  few  bushels  of  wheat  being 
competed  for  by  a  few  surviving  ridi  men,  who  would  give  all 
they  possessed  for  the  means  of  maintaining  life  until  another 
harvest  could  be  gathered.* 

It  is  true,  generally,  that  the  curve  of  price  of  any  article 
desirable  to  men,  and  requiring  labor  to  produce,  cannot  be 
reduced  to  zero,  provided  it  be  not  perishable.  If  it  be  per- 
ishable, the  curve  may  soon  reach  zero,  as  is  well  illustrated  in 
the  case  of  flsh.  At  Billingsgate,  in  London,  if  the  supply  of 
fish  be  excessive,  the  surplus  is  destroyed.  By  this  means 
the  price  is  prevented  from  dropping  to  zero.  No  one  will 
buy  more  fish  than  he  can  eat  before  it  decays.  Up  to  the 
zero  point,  a  declining  pnce  would  increase  demand ;  but,  when 
eveiy  one  frequenting  the  market  has  secured  all  he  can  con- 
sume while  still  eatable,  no  further  demand  can  be  created, 
even  by  offering  the  goods  gratis.  A  fisherman's  labor  con- 
nsts  of  voyages  at  stated  intervals.  Whether  the  catch  be 
large  or  small,  the  labor  is  practically  the  same.  He  therefore 
looks  solely  at  the  gross  i^ue  of  the  day's  produce.    If  the 


•Seott  IUurt»tM  SB  lallnlte  prlM  tii  th«  Amfi^mmr}^,  wteo  Sir  Aithiir  and 
Bdto  OehUtTM  are  staadinf  on  tlM  rook  watohlnc  tlM  Inoomlnf  tide. 

•*' Good  man/ Mdd  Sir  ▲rUiiir.'ean  700  think  of  nothinc— of  BO  help  f  m 
■akt  yon  ilek — ru  giTe  yon  a  f arm  —  m ' — 

**  *Oar  rtobte  wUI  eoon  be  equal/  aaid  tke  begcar*  looklac  ovt  npon  the  etrtfa 
of  the  water.  'Tbej  are  aae  already;  for  I  bae  nae  land,  and  yon  would  giTn 
yonr  fair  bennii  and  barony  for  a  eqnare  yard  of  rook  that  wonld  be  dry  Cor  twnl 
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Jeyons^s  formulas  represent  the  ratio  of  the  inoremeDt  of 
produce  to  the  increment  of  time  in  a  simple  case ;  but  they 
are  equally  applicable  to  the  total  investment  existing  at  any 
one  time,  and  they  would  then  give  the  standard  rate  of  in- 
terest. 

T.  E.  Jbyovs. 


THE  COST  OF  PRODUCTION  OF  CAPITAL. 

In  the  KapUal  und  Si^>Uabins  of  Professor  B(>hm-Bawerk  * 
and  in  Professor  PattenV  article  on  ^The  Fundamental  Idea 
of  Capital,''  f  the  theory  of  capital  and  interest  has  been  ad- 
yanced  far  beyond  the  stage  of  easy  generalities.  It  can  be 
no  longer  doubted  that  capital  and  interest  have  to  be  inter- 
preted by  profound  economic  relations  that  were  not  per- 
oeived,  much  less  studied,  when  Mr.  Mill  wrote  his  chapter 
on  ^  Fundamental  Propositions."  Tet  the  inyestigation  is  by 
no  means  finished.  When  it  is  affirmed  or  suggested  that  in- 
terest is  altogether  accounted  for  by  the  difEerence  in  value 
between  two  precisely  similar  goods,  of  which  one  is  present 
and  the  other  is  future,!  a  doubt  may  arise.  Granting  that 
^  the  overwhelming  majority  of  human  beings  set  a  higher  sub- 
jective value  on  present  than  on  future  goods  otherwise  identi- 
cal,'' and  that  ^from  such  subjective  valuations  arise,  in  the 
general  maricet^  a  higher  pbjective  value  in  exchange  and 
higher  price  for  present  goods,"!  have  we  to  attempt  no 
further  analysis? 

Is  not  the  problem  more  complex  than  even  Professor  B(>hm- 
Bawerk  has  recognized?  When  we  say  that  interest  is  due 
to  a  certain  cause,  just  what  do  we  mean  ?  Do  we  affirm  that 
the  alleged  causation  explains  how,  by  means  of  capital,  a 
certain  sum  of  wealth,  called  economic  interest,  may  be  pro> 
duced, —  wealth  that  could  not  be  produced  by  labor  without 
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oftpital,  a  ram  from  whidi  loan  interest  can  be  paid  on  bor- 
rowed o^>ital,  if  neoetBaryf  When  we  r^ard  interest  from 
this  pmnt  of  view,  we  tbink  of  it  as  mathematioally  posttive. 
It  is  a  unique  stream  of  wealthy  drawn  by  means  of  c^>ital 
from  the  bounty  of  nature. 

Do  we  mean  that  the  alleged  causation  explains  why  lenders 
think  it  right  to  ask  and  borrowers  are  wUling,  if  necessary, 
to  pay  loan  interest  ?  From  this  point  of  view,  interest  is 
mathematically  negative.  The  uppermost  idea  is  that  of  cost. 
The  borrower  thinks  of  a  cost  tiiat  he  must  bear,  the  loider 
of  a  sacrifice  for  which  he  demands  compensation. 

Or,  once  more,  do  we  mean  that  the  alleged  causation  ex* 
fdains  all  the  for^^ing  phenomena  and,  in  addition,  the  fact 
that  capital,  in  spite  of  its  augmentation  by  economic  interest, 
is  in  such  limited  supply  that  lenders  are  able  to  convert  their 
desire  for  loan  interest  into  an  effective  demand? 

Obviously,  we  have  here  different  though  closely  related 
problems. 

Economic  interest  must  be  accounted  for  by  a  theory  of 
productive  instruments.  When  that  theory  is  elaborated,  it 
will  be  seen  how  important  is  the  distinction  recently  made  by 
Professor  Clark  between  pure  and  concrete  capitaL*  A  pro- 
ductive instrument  is  capitid  combined  with  an  invention. 
The  earnings  of  the  capital  obey  one  law.  The  earnings  of 
the  invention  obey  a  different  law.  Yet,  apart  from  the  other, 
neither  capital  nor  invention  would  have  any  earnings,  there 
would  be  no  such  thing  as  economic  interest. 

It  is  into  the  second  problem  that  Professor  BOhm-Bawerk 
has  put  his  most  satisfactory  work.  Given  the  fact  of  eco- 
nomic interest, — the  fact,  that  is,  that  capital  consumed  in 
certain  ways  is  reproduced  not  in  mere  equivalence,  but  with 
increment, — given  also  the  fact  that  the  supply  of  ci^ital^ 
notwithstanding  its  constant  augmentation  by  economic  inters 
est,  is  limited,  then  the  pajrment  of  loan  interest  is  partially 
expluned  by  Professor  B6hm-Bawerk's  theory  of  the  present 
worth  of  future  goods. 

But  the  fundamental  problem  remains :  Why  does  not  capi- 

«'<ONiltal  and  Iti  Barningf,"  FuNfooefoiw qf  «M  Jwmietm  XPOMMNle  At»9- 
oia«<ofi,ToLlitNo.2. 
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tal,  constantly  increasing  bj  the  addition  of  economic  inter- 
esty  become  so  abundant  that  loan  interest  must  faU  to  sero  t 
No  demonstration  of  the  predominant  strength  of  the  desires 
for  immediate  gratification  is  an  adequate  solution  of  this  prob- 
lem. It  calls  for  a  study  of  the  cost  of  production  of  ocq^Ual. 
Without  further  preliminary,  I  will  offer  a  few  propositions, 
the  full  discussion  of  which  must  be  reserved  for  anoUier  time. 

(1)  The  &ct  on  which  a  scientific  theory  of  capital  and  in* 
terest  must  be  based  is  that  of  the  increasing  irksomeness  and 
diminishing  productiveness  of  labor  when  continued  beyond 
a  certain  point    The  relations  of  causation  are  as  follows :  — 

(2)  Subsistence  for  to-morrow  can  be  produced  only  after 
subsistence  for  to-day  has  been  obtained. 

(8)  Therefore,  it  costs  more  than  twice  as  much  to  produce 
to-day  subsistence  for  two  days  (or  one  day's  subsistence  and 
one  day's  capital)  than  to  produce  to-day  subsistence  for  one 
day  only. 

(4)  When  surplus  wealth  has  been  created,  it  must  be 
saved, —  be  actually  devoted  to  productive  functions, —  to 
become  capital.  Saving  necessitates  a  further  prolongation 
of  decreasingly  productive  labor,  if  any  immediate  gratifica- 
tions in  addition  to  subsistence  are  to  be  enjoyed.  That  is, 
not  only  must  wealth,  in  addition  to  immediate  subsistence, 
be  cre^^ed,  but,  this  surplus  being  converted  into  capital,  a 
further  fund  must  be  created  for  inmiediate  enjoyments* 
Individuals  may  do  without  immediate  enjoyments;  but  not 
an  individuals  may  if  capital  is  to  increase  continuously  in 
amount,  since  without  immediate  enjoyments  there  would  be 
no  use  for  wealth  in  excess  of  subsistence,  and  no  need  to 
increase  capital  beyond  the  amount  necessary  to  maintJiin  sub- 
ristence.  Saving,  therefore,  considered  as  cost,  resolves  into 
the  prolongation  of  increasingly  irksome  and  decreasingly  pro- 
ductive labor. 

(5)  Consequently,  ccqDital  has  a  higher  cost  of  production 
than  has  produos  for  immediate  ^meumption^  because  all 
wealth,  in  addition  to  subsistence,  is  necessarily  created  by 
labor  already  weary  from  the  effort  of  creating  produce  for 
immediate  consumption,  and  because  the  conversion  of  surplus 
wealth  into  capital  by  saving  involves  a  further  prolongation 
of  the  diminishinj^y  productive  labor. 
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in  which  trade»>Dnion  inflaence  U  strong,  the  real  facts  are  dis- 
closed in  the  customary  pajrment  of  an  extra  rate  per  hoar  for 
overtime  work. 

In  short,  no  way  has  ever  been  discoyered  whereby  capital 
can  be  created  except  by  working  additional  hours  of  increas- 
ing weariness  and  diminishing  prodactiveness  after  immediate 
sobsistence  has  been  won.  Capital  itself,  once  created,  in- 
creases the  prodactiveness  of  such  additional  labor ;  and  there- 
fore the  rate  of  loan  interest  tends  towards  a  minimum. 

When  individuals  in  accumulating  capital  do  without  imme- 
diate enjoyments,  saving  is  an  exchange  of  present  goods  for 
future  goods.  Considered  as  a  part  of  the  cost  of  production 
of  capital,  saving  here  becomes  that  difference  between  the 
future  value  and  the  present  worth  of  future  goods  on  which 
Professor  Bohm-Bawerk  rests  his  theory  of  loan  interest. 
Following  out  the  for^^ing  line  of  thought,  may  we  go 
beyond  the  psychological  data  as  assumed  by  Professor  Bohm- 
Bawerk,  and  resolve  it  into  strictly  economic  facts?  Why  is 
the  present  worth  of  future  goods  less  than  the  value  of  an 
equal  quantity  of  similar  goods  ready  for  immediate  consump- 
tion? To  a  considerable  extent,  future  goods  can  be  made 
present  goods  by  extra  labor.  The  coat  that  was  to  be  done 
in  a  fortnight  can  be  made  ready  in  two  or  three  days  by  pro- 
longed labor  at  night.  If  great  stocks  of  cotton  prints  were 
destroyed  by  fire,  the  market  would  be  quickly  replenished  by 
overtime  labor.  Why,  then,  the  low  present  worth  of  future 
goods?  Obviously,  because  of  the  abnormal  cost  of  making 
them  present  goods.  To  the  full  extent  that  a  shortening  of 
the  period  of  production  is  possible,  future  goods  have  a  low 
present  worth  as  compared  with  present  goods  solely  because 
of  the  additional  cost  of  doing  to-day  what  would  be  done 
more  easUy  and  naturally  to-morrow ;  and  this  additional  cost 
is  the  normal  measure  of  the  difference  between  the  future 
value  and  the  present  worth  of  future  goods. 

Fbavklht  H.  GiDDDros. 
Bsnr  Mawb  Colubob. 
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THE  LATE  COPPER  SYNDICATE. 

B^^inning  in  October,  1887,  a  bevy  of  French  8pecnlftto» 
manipulated  in  copper  one  of  the  most  gigantic  and  long-lived 
comers  yet  recorded.  It  lasted  nearly  eighteen  months,  and 
daring  its  continuance  impressed  upon  the  commodity  in  aU 
the  markets  of  the  world  a  purely  arbitrary  price.  So  notable 
an  economic  phenomenon  deserves  to  be  registered  and  studied. 

The  enterprise  originated  with  M.  Secretan,  head  director 
of  the  Soci£t6  Industrielle  et  Commeroiale  des  M6taux,  which 
for  short  we  shall  call  the  Metal  Company.  It  was  a  manu- 
fitcturing  corporation,  consuming  more  copper  than  any  other 
establishment  on  the  Continent ;  and  its  first  purchases  were 
simply  for  its  own  use,  to  utilize  the  extraordinarily  low  price 
of  £89  per  ton.  But,  witnessing  the  swift  advance  caused  by 
their  own  act,  and  encouraged  by  a  most  successful  venture  in 
tin,  M.  Secretan  and  his  associates  proceeded  to  buy  all  the 
visible  stocks  of  copper,  to  hold  for  a  rise.  It  seemed  a  pro- 
pitious time.  Consumption  was  advancing  upon  production. 
The  total  copper  in  Europe  and  afloat  on  October  31, 1887, — 
namely,  48,503  tons, —  was  less  by  14,824  tons  than  it  had 
been  a  year  before,  with  some  prospect,  not  destined  to  be 
quite  realized  however,  that  the  world's  production  for  the 
year  would  fall  below  that  of  1886,  as  tins  had  below  that 
of  1885. 

TBASLT  PBODUOTIOir  OF  OOPPBB,  TOim. 

1887  1886  im  Ifltt  1878 

tM,S78  816,988  286,888  181,628  101,868 

The  then  existing  tendency  to  a  decline  in  the  apparent 
stock  is  more  perfectly  exhibited  in  the  following:  — 

OOPPSB  nr  XUBOPB  AITD  AJIiOATi  1887. 


Snd  of  Janoaiy,   . 

.    68,a80toni. 

End  of  Jane,     .    .    .    80,847  tons. 

Febnuuy,  , 

.    58,516 

July,  ....    51,872 

MMtsh,  . 

.   .    Same 

Angntt,     .    .   0M66 

April.    . 

.    66,172 

mv. .  . 

.    .    64,770 

October,    .   .   18,018 

The  course  of  prices  during  1887  down  to  October  8  ie 
shown  by  the  following:  — 
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UOVDOIK  TWaCMM  OV  OOPPBB,  1887. 


A  «.«. 

A  $.iL 

jAiiiiftvyT,   . 

..    10  10  0 

Jiine4,     .    .    . 

.    80    50 

Fotmutfyi, 

.    .    88130 

July2,.    .    . 

.    68    18 

MaroUft,  . 

.    .    80   6  8 

▲nrino,    . 

.    80U0 

Aprill,    . 

.    .    80136 

.    40    80 

MV«..   . 

.    .    .    80    8  0 

OetoberO,    . 

.    .    80  1T6 

The  ftverage  prices  for  the  first  days  of  the  months  had 
been,  for  1879,  £57  11#.;  for  1882,  £67  0#.  M.;  for  1885,  £44 
1#.  M. ;  for  1886,  £40  6$.  For  the  whole  year  1887,  this  figure 
was  £42  Zs.  As  one  would  expect  from  these  statistics,  copper 
speculators  were  selling  short,  or,  in  the  London  JScanomUfs 
statelier  phrase,  **  operating  for  the  falL'' 

M.  Secretan's  scheme  required  him  of  course  to  make  terms 
with  the  American  copper  producers,  from  whom  the  world 
expected  about  40  per  cent,  of  its  annual  supply.  The  next 
most  important  engagement  entered  into  was  with  the  great 
Bio  Tinto  Company,  owning  in  the  Proyince  of  Huelva,  Spain, 
the  most  luorative  copper  property  in  the  world.  A  contract 
was  also  arranged  with  the  two  Cape  copper  companies,  the 
Soci6t£  covenanting  to  take  their  entire  output  for  three  years 
at  £70  a  ton,  15  cents  a  pound,  giving  them  the  option  of 
renewal  at  the  end  of  that  period.  The  American  mine* 
owners,  except  Mr.  Haggin  of  the  Anaconda,  were  to  receive, 
for  three  years,  £61  10#.  per  ton,  or  about  18  cents  a  pound, 
with  half  profits  on  prices  realized  over  this;  the  Spanish,  tor 
two  years,  £66,  or  14  cents.  With  the  Anaconda  interest,  no 
permanent  arrangement  was  made  till  early  in  1889,  but 
instead  two  contracts,  of  six  months  each,  covering  1888, 
averaging  £68  10#.  the  ton.  The  height  of  these  prices,  doom- 
ing the  scheme  beforehand,  was  due  to  the  rise  which  the 
Metal  Con4>any's  own  buying  had  started. 

The  company  thus  put  in  control  of  from  80  to  85  per  cent, 
of  the  world's  copper  product  had  a  capital  of  £1,000,000;  but 
of  this  it  controlled  unencumbered  not  over  £120,000,  £800,000 
having  been  raised  on  debentures,  and  the  rest  gone  for  its 
building  and  the  good  will  of  the  firms  it  succeeded.  M. 
Secretan,  therefore,  through  M.  Denfert-Rochereau,  one  of  the 
Metal  Companjr's  directors,  appealed  for  financial  support  to 
the  Comptoir  d'Escompte,  of  which  this  gentleman  was  man- 
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£120,000  was  set  apart  for  a  dividend  of  12  per  cent. 
M.  Secretan,  whom  rotation  should  have  retired  from  the 
management,  was  re-elected  amid  the  utmost  enthusiasm.  The 
capital  stock  was  doubled  by  the  issue  of  50,000  new  shares 
of  £20  (500  francs)  each,  at  £80,  or  a  premium  of  50  per  cent., 
all  subscribed  bj  old  holders,  who  were  given  priority.  Before 
this,  the  shares,  par  500  francs,  had  been  worth  1,220  francs; 
and  they  stood  at  900  francs  even  after  the  new  were  out, 
continuing  at  about  the  same  figure  till  December,  1888.  On 
the  following  March  28,  they  were  at  80  francs,  and  the  debent- 
ures of  500  francs  a  share,  at  75. 

Already  the  piling  up  of  copper  was  ominous.  The  Comp- 
toir  was  driven  to  a  further  20  per  cent,  call,  though  guaran- 
teeing at  the  same  time  a  £8,120,000  contract  with  Rio  Tinto 
By  May  81, 1888,  the  Comptoir's  effective  advances  amounted 
to  £5,554,000,  of  which  £1,124,000  were  unsecured.  At  the 
end  of  June,  it  had  to  ask  the  syndicate's  permission  to  pledge 
some  of  the  tatter's  warrants  held  by  it,  as  a  basis  for  loans 
at  the  Bank  of  France  and  elsewhere.  The  last  of  July  its 
unsecured  advances  had  risen  to  £2,820,000,  by  the  end  of 
October  to  £2,780,000,  at  the  end  of  the  year  to  £8,480,000, 
the  total  quantity  now  footing  up  £S,880,000.  It  would  at 
this  time  have  refused  to  go  further,  had  not  M.  Secretan 
declared  that  such  a  stand  must  bring  instant  collapse. 

What,  meantime,  had  been  the  statistical  history  of  copper  ? 
The  syndicate  could  not  have  bought  during  1888  less  than 
160,000  tons  out  of  a  world  production  of  260,000,  nor  paid 
less  than  £9,000,000  therefor.  The  copper  in  Europe  and 
afloat  had  increased,  according  to  the  elaborate  estimate  of 
the  New  York  Engineering  and  Mining  Joumaly  by  a  total 
output  for  1888  of  over  250,000  tons  against  only  225,000  for 
1887,  the, bulk  of  the  addition  being  due  to  the  United  Sutes, 
which  produced  106,850  tons,  or  27^  per  cent,  more  than  in 
1887.  The  increase  in  the  Lake  Superior  district  was  about 
15  per  cent. ;  that  in  Montana,  25.  The  output  of  Anaconda 
alone  reached  28,000  tons,  a  quantity  which  only  Rio  Tinto 
exceeded.  In  Bng^d  and  France,  the  supplies  for  1888 
neariy  doubled  the  deliveries.  The  virible  supply  for  Europe 
at  the  end  of  1888  was  104,000  tons  against  42,000  twelve 
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satborities  place  the  difference  at  20,000  tens,  making  the 
true  deficit  in  conaomption  for  1888  about  19»500  tons.  India 
took  in  1888  18,400  tons  less  than  in  1887 ;  and  the  total  export 
from  England,  considering  as  not  exported  the  stock  held  in 
bond  in  France,  but  belonging  in  Liverpool,  was  27,728  tons. 

With  the  opening  of  the  present  year,  the  syndicate's  woes 
became  pronounced.  Sellers  in  open  market  began  giving  a 
preferential  rate  of  £1  a  tpn  to  other  buyers.  For  a  time 
these  sold  again  to  the  syndicate,  pocketing  the  goodly  ad. 
vance ;  but  at  length  would  not  risk  this,  and  gave  up  buying. 
February  1  saw  the  syndicate  under  a  load  of  150,000  tons  of 
copper,  which,  to  be  whole,  it  must  sell  for  £68  per  ton.  The 
able  and  exhaustive  report  of  the  world's  copper  production 
for  1888,  published  by  the  EngiiMenng  and  Mining  Journal 
of  January  12,  dissipated  hope  of  securing  such  a  price.  At 
the  end  of  January  the  syndicate  ceased  to  buy  futures,  and 
on  March  1  to  buy  at  alL 

In  January,  the  Comptoir  d'Esoompte  borrowed  £840,000 
for  the  Metal  Company.  On  February  5,  it  parted  with 
warrants  amounting  to  £1,520,000,  that  the  Metal  Company 
itself  might  float  a  loan  of  £1,000,000.  During  this  month, 
with  much  difficulty,  a  Soci£t6  Auxiliaire  des  M6taux  was 
formed,  to  relieve  the  old.  It  had  8,000  shares  of  £200  each, 
few  subscribing  who  were  not  interested  already.  The  Metal 
Company  alone  took  60  per  cent,  of  the  stock,  the  Comptoir 
1,000  shares.  Neariy  all  the  clear  aid  came  from  Swiss  banks 
and  bankers,  who  accepted  460  shares.  The  new  concern  was 
to  have  become  responsible  for  75,000  tons  of  copper  at  £72 
a  ton, — a  great  relief.  But  by  no  means  this  amount  was 
ever  transferred. 

The  whole  capital  of  the  Comptoir  was  now  locked  up  in 
copper,  whereof  £2,718,000  worth  would  vanish  into  air,  should 
the  metal,  as  seemed  imminent,  drop  to  £40  the  ton ;  while 
it  also  stood  pledged  for  payment  on  820,000  tons  of  futures. 
Ob  ICareh  5,  M.  DenfertJiocherean,  who  had  involved  the 
iBStitutioa  against  the  earnest  oppositicMi  d  its  conservative 
direclorii  committed  suicide.  A  furious  run  on  the  bank, 
kepi  up  for  the  next  two  days,  drained  away  its  entire  deposit, 
it  being  saved  from  ok>nBg  its  doom  only  by  a  loan  of  £4,000,^ 
000  from  the  Bank  of  France. 
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2.  Men  of  bnrineas,  at  least  in  France,  are  not  infallible.  It 
should  bare  been  certain  beforehand  that  the  copper  "com- 
bine,'' to  rickety,  with  no  power,  as  genuine  trusts  have,  to 
limit  production,  could  not  permanently  continue  prices  thus 
excessively  above  the  normal  level  Stronger  organization, 
less  greed,  or  death, — these  were  the  alternatives.  There  is 
no  evidence  that  M.  Seoretan  and  his  confidants  canvassed  the 
possibilities  of  copper  production  with  any  care.  To  the  real 
causes  of  the  rise  when  they  began  buying,  or  to  the  effect 
thereof  on  disused  and  poor  mines,  their  eyesight  did  not 
readi.  The  myopia  spread  to  some  of  the  world's  greatest 
financiers.  And  whence,  at  last,  came  the  awakening  vision  ? 
Apparently  not  from  mercantile  thinkers,  least  of  all  from  men 
pecuniarily  interested  in  the  speculation.  The  facts  indicate 
that,  more  than  aught  else,  the  searching  and  unanswerable 
eocpo^i  of  copper  affairs  by  the  JSngineering  and  Mining 
Journal  last  January  12  brought  it.  Such  advised,  fearless, 
and  disinterested  criticism  of  industrial  problems  cannot  be 
too  strongly  commended.  Sycophancy  and  passion  are  in 
these  discussions  peculiarly  out  of  place. 

8.  We  see,  again,  the  power  of  irresponsible  capital,  when 
massed  and  unscrupulously  used.  The  copper  combination 
was  one  of  the  very  loosest  order;  yet,  defying  the  economic 
harmonies,  it  for  almost  a  year  and  a  half  kept  the  price  of  a 
world  commodity  not  far  from  100  per  cent,  above  what  it 
would  naturally  have  been.  For  the  United  States,  the  arbi- 
trary advance  was  not  so  great  as  this ;  but,  according  to  the 
sober  estimate  of  the  Journal  just  referred  to,  it  was  at  least 
6  cents  on  each  of  the  250,000,000  pounds  of  our  copper 
bought  by  the  syndicate,  making  a  $12,500,000  increase  "in 
the  value  of  our  copper  production  and  stock  over  a  normal 
figure.''  Of  this,  the  American  copper  producers  got,  in 
unearned  profits,  $8,000,000,— $2,000,000  from  the  syndicate 
(virtually  an  export  duty  on  the  copper  sent  to  Europe)  and 
$6,000,000  from  the  pockets  of  the  American  consumers  of 
copper.  Losses  through  interruption  to  business  and  the  pain- 
ful retardation  of  electrical  science  we  can  only  mention. 
*«  Vengeance  has  come,"  it  is  said.  But  vengeance  is  not 
restitution.    Nothing  has  occurred  or  can  occur  to  redress  the 
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